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FOREWORD 

One  measure  of  the  successful  operation  of  a  democracy  is  the  extent 
of  citizen  participation  in  politics.  Responsible  citizenship  implies  fi- 
nancial as  well  as  other  kinds  of  political  participation.  Money  is  essen- 
tial to  the  conduct  of  free  elections  and  ideally  it  should  come  from  the 
broadest  possible  source.  To  encourage  large  numbers  of  contributors 
to  give  in  small  sums,  it  has  been  proposed  that  a  federal  income  tax 
deduction  or  credit  be  allowed  for  political  contributions. 

As  will  be  seen  from  this  study  by  Dr.  Herbert  E.  Alexander,  of  the 
Citizens'  Research  Foundation,  the  proposals  present  a  number  of  new 
problems.  These,  together  with  the  efficacy  of  a  tax  incentive  in  broad- 
ening the  financial  base,  methods  of  administration,  scope  and  cover- 
age, the  impact  the  proposals  may  have  on  political  fund  raising  and 
party  structure,  are  all  discussed  and  analysed.  It  is  the  hope  of  the 
Foundation  that  this  study  will  help  to  clarify  the  entire  question  of 
special  tax  treatment  for  political  contributions,  and  thus  lead  to  a 
broader  and  better  understanding  of  the  possible  benefits  and  difficul- 
ties of  such  a  provision. 

The  presentation  and  conclusions  are  the  responsibility  of  the  author 
and  do  not  necessarily  reflect  the  views  of  members  of  the  Board  of 
U  ^  Trustees  of  the  Citizens'  Research  Foundation. 

A§  William  H.  Vanderbilt 
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I.  SHOULD  THERE  BE  A  TAX  INCENTIVE? 

America  lags  considerably  behind  many  other  democratic  countries 
in  the  degree  of  her  citizen  participation  in  elections.  Volunteer  cam- 
paign workers  are  often  hard  to  find;  relatively  few  people  contribute 
money  to  parties  or  candidates.  Yet  without  widespread  citizen  par- 
ticipation in  the  electoral  process,  elections  may  go  by  default.  With- 
out it,  the  integrity  of  the  electoral  process  may  be  threatened. 

It  has  been  suggested  that  one  means  of  augmenting  citizen  interest 
and  participation  in  politics  is  to  increase  the  number  of  persons  who 
contribute  money  to  political  campaigns.1  While  one  wonders  whether, 
in  many  cases,  interest  does  not  predate  participation,  there  are  other 
grounds  for  pointing  out  the  need  for  more  political  contributors. 

For  example,  the  electorate  in  a  democratic  society  requires  sufficient 
exposure  to  the  views  and  personalities  of  candidates;  yet  the  con- 
sequent political  campaigns  are  necessarily  expensive.  Both  candidates 
and  political  organizations  need  money  to  campaign  in  election  years, 
and  the  permanent  organizations  require  annual  funds:  the  budgets  of 
the  Republican  and  Democratic  National  Committees  alone  may  run  as 
high  as  $1  million  or  more  in  non-election  years,2  up  to  three  times  that 
amount  in  election  years. 

The  cost  of  politics  has  to  be  shouldered  by  someone.  In  the  past, 
large  contributors3  have  borne  substantial  portions  of  political  costs. 
However,  large  contributors  can  no  longer  be  expected  to  provide  all 
the  sinews  of  war  chests.  Healthy  suspicions  are  aroused  when  politi- 
cians rely  upon  large  contributions — even  though  they  may  be  forced  to 
for  lack  of  alternative  sources.  In  fact,  the  effects  upon  the  political  sys- 
tem of  such  reliance  will  not  be  fully  known  until  we  know  more  about 
the  decision-making  process.  In  the  most  widely  accepted  view,  how- 

1  "Above  all,  [broadening  the  base  of  party  financial  support]  would  add  new 
vigor  to  our  two-party  system  by  spurring  citizens  to  take  a  livelier  interest  in 
political  activity."  David  Sarnoff,  "Campaign  for  Campaign  Money,"  New  York 
Times  Magazine,  June  1,  1958,  p.  5. 

2  For  a  breakdown  of  Republican  and  Democratic  National  Committee  spending, 
1952-1957,  see  Hugh  A.  Bone,  Party  Committees  and  National  Politics  (Seattle: 
University  of  Washington  Press,  1958),  Table  1,  p.  37. 

3  Herein  defined  as  those  who  contribute  in  sums  of  $500  and  over.  It  has  been 
estimated  that  in  1952  about  25  per  cent  of  the  total  money  raised  for  all  cam- 
paigns came  in  sums  of  $500  or  over.  In  absolute  figures,  Heard  estimates  that  in 
1952  there  were  about  20,000  contributors  of  $500  and  over.  Substantially  larger 
shares  of  state  and  local  campaign  funds  came  in  amounts  of  less  than  $100.  Alex- 
ander Heard,  The  Costs  of  Democracy  (Chapel  Hill:  University  of  North  Carolina 
Press,  1960),  pp.  53-55. 


ever,  dependence  upon  large  contributors  and  special  interests  is  unde- 
sirable and  should  be  minimized.  If  so,  it  is  essential  to  broaden  the  base 
of  financial  support  for  political  parties  and  candidates.  This  would 
serve  both  as  a  manifestation  of  citizen  participation  and  as  a  means  of 
defraying  high  campaign  costs  while  obviating  the  need  for  large 
contributions. 

Recently,  the  parties  have  been  trying  to  get  more  small  contributors 
to  help  foot  the  political  bills.  Democrats  adopted  a  mass  solicitation 
with  the  Ruml  plan  in  19524  and  have  sponsored  nationwide  campaigns 
for  dollars  since  1956.  The  Republicans  have  sponsored  a  mass  neigh- 
bor-to-neighbor solicitation.5 

Though  a  broader  financial  base  appears  desirable,  it  must  be 
recognized  that  political  money  in  small  sums  is  hard  to  come  by.  So, 
advocates  of  mass  political  giving  have  urged  a  nationwide  advertising 
and  motivational  campaign  emphasizing  more  contributions  from  more 
individuals.6  In  1958  and  1960,  both  major  parties  were  aided  in  then- 
fund  raising  by  such  an  effort:  a  campaign  urging  Americans  to  "give  a 
buck"  to  the  party  or  candidate  of  their  choice  was  undertaken  jointly 
by  the  American  Heritage  Foundation  and  the  Advertising  Council.7 

A  private  poll  taken  following  the  American  Heritage  Foundation- 
Advertising  Council  campaign  showed  6  per  cent  of  a  national  cross- 
section  who  said  they  contributed  in  1958.  This  figure  is  disappointing 
in  view  of  a  Gallup  poll  for  1954,  a  comparable  congressional  election 
year,  which  similarly  showed  6  per  cent  saying  they  contributed.8  How- 
ever, an  upward  trend  appears  in  presidential  election  years.  A  Survey 
Research  Center  study  for  1952  showed  that  4  per  cent,  or  approxi- 


4  For  a  description  of  the  operation  of  the  Ruml  Plan,  see  John  Van  Doren,  Big 
Money  in  Little  Sums  (Chapel  Hill:  Institute  of  Research  in  Social  Science,  Uni- 
versity of  North  Carolina,  1956). 

5  "The  Neighbor-to-Neighbor  Campaign  to  'Broaden  the  Base*  for  Financial 
Participation,"  Organization  Manual  for  the  Neighbor-to-Neighbor  Division,  Re- 
publican National  Finance  Committee,  Washington,  D.  C,  1958. 

8  The  proposal  was  first  made  by  Philip  L.  Graham,  publisher  of  the  Washington 
Post  and  Times  Herald,  in  a  speech,  "High  Cost  of  Politics,"  before  the  School  of 
Business,  University  of  Chicago,  June  1,  1955:  reprinted  in  National  Municipal 
Review,  XLIV  (July,  1955),  346-351. 

7  The  first  non-partisan  American  Heritage  Foundation-Advertising  Council  cam- 
paign was  undertaken  on  a  national  scale  for  the  1958  elections,  using  time  and 
space  donated  in  all  media.  Its  purposes  were  endorsed  by  the  Republican  and 
Democratic  National  Committees,  which  agreed  to  a  nation-wide  door-to-door 
solicitation  timed  to  capitalize  on  the  advertising  and  motivational  aspects  of  the 
campaign.  SarnoflF,  he.  cit.,  passim.  See  also  American  Heritage  Foundation,  An- 
nual Report,  December  2,  1958,  p.  6.  (Hereafter  cited  as  American  Heritage 
Foundation,  Report. ) 

8  Release  of  March  4, 1955. 
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mately  three  million  persons,  gave  money  to  some  party  or  candidate.1 
Another  SRC  study  for  1956  indicated  an  increase  to  10  per  cent,  or 
eight  million  persons.10  Whether  the  proportion  of  the  population  this 
represents,  or  an  increasing  proportion,  will  continue  to  contribute, 
remains  to  be  seen.  At  an  arbitrary  average  of  $5  per  contributor,  the 
funds  provided  by  this  number  of  contributors  would  be  insufficient  to 
meet  campaign  needs.11 

None  of  the  programs  so  far  has  been  entirely  successful.  In  com- 
parison with  mass  solicitation  efforts  by  health  agencies  and  other 
charities,  the  political  solicitation  appeals  appear  inadequate  on  several 
points.  First,  corps  of  volunteer  solicitors,  in  infantry  numbers,  are  a 
key  to  successful  fund  raising.  Health  agencies  and  other  charities  with 
emotional  appeals  seem  able  to  recruit  sufficient  numbers  of  doorbell 
ringers,  but  political  parties  have  had  far  less  success  in  organizing 
door-to-door  solicitations.12 

Second,  charitable  contributions  are  universally  accepted  as  socially 
desirable,  whereas  many  tend  to  view  political  contributions  somewhat 
paradoxically  as  either  tainted  or  the  prerogative  of  the  wealthy  or 
special  interests.  For  this  reason,  some  reorientation  of  popular  views 
toward  political  contributing  has  seemed  desirable.  The  educational 
campaign  of  the  American  Heritage  Foundation-Advertising  Council 
was  undertaken  with  this  goal  primarily  in  mind. 

Another  difference  between  charitable  and  political  fund  raising  is 
that  the  former  has  the  appeal  of  a  tax  benefit,  which  serves  to  reinforce 
in  the  area  of  the  pocketbook  whatever  emotion  may  be  aroused  in  the 
area  of  the  heart.  Political  fund-raising  campaigns  often  lack  the  emo- 
tional appeal  of  the  charitable  ones,  but  they  always  lack  the  tax  benefit 
appeal.13  Hence  it  is  thought  that  one  way  to  touch  the  pocketbook,  if 
not  the  heart— or  to  touch  the  pocketbook  and  thereby  the  heart— is  to 
give  a  tax  concession  for  political  contributions. 


9  Angus  Campbell,  Gerald  Gurin  and  Warren  E.  Miller.  The  Voter  Decides 
(Evanston,  Illinois:  Row,  Peterson  and  Company,  1954),  p.  30. 

10  Computations  of  numbers  of  contributors  are  inferred  from  SRC  percentages. 
See  methods  used,  and  explanation  of  increase  in  Heard,  op.cit.,  pp.  41-47. 

11  Heard  has  estimated  total  political  costs  at  $140  million  in  1952,  $155  million 
in  1956.  Ibid.,  pp.  7-8. 

12  The  Washington  Post  and  Times  Herald  reports,  "Recruitment  of  solicitors 
was  the  biggest  problem  faced  by  both  parties  in  the  first  'Give  a  Buck'  campaign." 
Editorial,  Dec.  6, 1958. 

13  Charitable  contributions  can  be  deducted  from  gross  income;  contributions  for 
political  purposes  are  not  exempt  under  any  section  of  the  Revenue  Code.  For  a 
clear  statement  of  the  applicability  of  tax  laws,  see  statement  of  Justin  F.  Winkle, 
Assistant  Commissioner  of  Internal  Revenue,  in  U.  S.,  Congress,  House,  Special 
Committee  to  Investigate  Campaign  Expenditures,  Hearings,  Campaign  Expendi- 
tures, 84th  Cong.,  2nd  Sess.,  1956,  pp.  87-88.  (Hereafter  cited  as  Davis  Committee, 
Hearings. )  For  state  experiments,  see  below,  p.  14. 
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As  was  recently  pointed  out  in  regard  to  charitable  fund  raising, 
success  is  not  a  matter  of  accident  or  a  spontaneous  result  of  general 
good  will  toward  organizations  with  good  causes.  Rather,  success  in 
fund  raising  reflects  in  part  "...  a  conscious  and  studied  effort  to  edu- 
cate the  public  to  its  social  responsibilities."14  And  what,  one  may  ask, 
could  be  more  conducive  to  good  citizenship  than  to  give  a  reward  for 
its  exercise? 

Some  observers  doubt  that  mass  fund-raising  drives  by  either  party 
will  be  successful  if  based  upon  campaigns  of  advertising  and  exhorta- 
tion alone.15  Our  knowledge  of  fund-raising  methods  tells  us  that 
person-to-person  solicitation— friend  to  friend,  neighbor  to  neighbor- 
is  most  effective.  The  polls  consistently  indicate  a  willingness  of  many 
Americans  to  contribute  money  to  the  party  or  candidate  of  their 
choice.16  Yet,  the  nationwide  campaigns  of  both  major  parties,  with  or 
without  the  aid  of  the  American  Heritage  Foundation-Advertising 
Council  educational  campaign,  have  thus  far  failed  to  achieve  the  full 
cooperation  of  state  and  local  party  committees  necessary  in  organizing 
widespread  solicitations.17 

The  national  party  leaders  can  initiate,  endorse  and  guide  their 
party's  nationwide  campaigns  for  money,  but  they  can  neither  coerce 
state  and  local  committees  into  cooperating  nor  do  the  necessary  re- 
cruiting of  local  solicitors.  Under  present  circumstances,  some  political 
candidates  and  committees— chiefly  those  without  regular  or  reliable 
sources  of  funds— will  cooperate  and  agree  to  organize  on  a  wide  basis 
their  fund-raising  efforts.  Others— chiefly  those  with  regular  or  reliable 
sources  of  funds— will  not  cooperate  in  a  nationally-inspired  fund- 


14  Ellen  A.  Peters,  "Political  Campaign  Financing:  Tax  Incentives  for  Small 
Contributors,"  Louisiana  Law  Review,  XVIII  (April,  1958),  421.  The  early  parts 
of  this  paper  lean  heavily  upon  Professor  Peters'  article. 

15  Despite  the  intensive  "Get  Out  the  Vote"  campaigns  of  the  American  Heritage 
Foundation  and  Advertising  Council  and  by  labor,  business  and  so  on,  only  45.7 
per  cent  of  the  potential  voters  cast  ballots  in  1958.  New  York  Times,  Oct.  23,  1958; 
Dec.  21, 1958. 

16  Gallup  polls  have  consistently  shown  that  from  one-quarter  to  one-third  of 
the  country's  families  would  contribute  $5  to  the  party  of  their  choice— if  asked. 
See  Gallup  releases,  July  27,  1952;  March  4,  1955;  Jan.  11,  1956;  Sept.  12, 
1956.  Gallup  surveys  also  show  that  between  four  to  five  out  of  ten  of  those 
solicited  actually  give. 

17  The  American  Heritage  Foundation  reports  more  cooperation  in  the  suburbs 
and  smaller  towns,  less  in  the  big  cities.  The  overall  success  of  the  1958  program 
is  difficult  to  determine.  Present  estimates  of  total  amounts  collected  in  small  gifts 
range  from  $3  to  $12  million.  American  Heritage  Foundation,  Report,  p.  6.  See 
also  "Analysis  of  the  1958  Republican  Neighbor-to-Neighbor  Campaign  to  Broaden 
the  Base  of  Financial  Support  and  of  the  National  Advertising  Program  of  the 
American  Heritage  Foundation  and  the  Advertising  Council  in  Relation  to  the 
Republican  Effort"  by  Julie  Kirlin  (Washington:  Republican  National  Committee, 
1958 ) ,  mimeographed. 
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raising  drive  feared  by  local  leaders  to  threaten  their  sources  or  to  draw 
off  a  substantial  share  of  the  proceeds. 

In  a  real  sense,  then,  the  problem  is  to  find  some  means  to  alleviate 
such  fears  by  producing  sufficient  funds  in  small  sums  so  that  all  candi- 
dates and  levels  of  party  organization  will  have  some  degree  of  financial 
security.  Many  think  that  a  properly  conceived  and  executed  tax 
benefit  could  be  a  means  toward  that  end. 

A  tax  benefit  can  be  constructed  in  two  ways:  as  a  deduction  or  as  a 
credit.18  If  the  benefit  is  in  the  form  of  a  deduction,  the  government  in 
effect  shares  some  of  the  cost  with  the  donor.  If  the  benefit  is  in  the 
form  of  a  credit,  the  donor  has  a  choice  between  paying  his  full  tax  bill 
or  diverting  part  of  the  owed  amount  to  other  channels. 

Two  key  arguments  favor  the  adoption  of  a  tax  benefit  as  a  stimulant 
to  political  contributions.  First,  it  is  argued  that  it  would  provide  the 
incentive  of  actual  monetary  benefit  to  contributors;  second,  that  there 
is  a  certain  psychological  persuasiveness  in  the  idea  of  tax  exemption 
which  in  effect  signifies  official  government  encouragement  of  the  gift 
that  is  being  solicited.19  And  if  accompanied  by  an  education  campaign, 
that  it  would  give  an  aura  of  official  respectability  to  political  contribu- 
tions,20 similar  to  that  enjoyed  by  charitable  and  educational  donations. 
It  is  probable  that  this  encouragement  and  respectability  would  in  itself 
result  in  some  broadening  of  the  financial  base,  however  slight  the 
actual  monetary  incentive  may  be. 

Although  a  tax  incentive  is  designed  to  encourage  participation,  no 
compulsion  of  any  kind  need  be  involved.  The  program  could  be 
wholly  voluntary.  Candidates  and  committees  would  be  free  to  accept 
large  contributions,  and  contributors  would  be  free  to  decide  whether 
to  make  a  claim  for  the  tax  benefit.  Those  who  object  to  a  tax  incentive, 
or  those  satisfied  with  the  financial  status  quo,  whether  contributors  or 
politicians,  need  not  cooperate. 


18  The  differences  between  these  forms  will  be  explained  in  detail  later.  See 
below,  pp.  14-22. 

19  This  has  clearly  been  the  case  regarding  charitable  and  educational  contribu- 
tions. The  charitable  contributions  deduction  was  introduced  in  1916  as  an  en- 
couragement to  philanthropy  in  the  light  of  high  war-time  tax  rates.  Its  cost  in 
revenue  to  the  government  has  been  estimated  for  1956  at  $4.4  billion  in  itemized 
deductions  alone.  In  addition,  some  portion  of  the  1956  standard  deduction  total 
of  $13  billion  must  be  attributed  to  charitable  and  educational  causes.  Joseph  A. 
Pechman,  "Erosion  of  the  Individual  Income  Tax,"  National  Tax  Journal,  X 
(March,  1957),  9. 

20  Concerning  the  American  Heritage  Foundation-Advertising  Council  campaign 
in  1958,  Meade  Alcorn,  Chairman  of  the  Republican  National  Committee,  said: 
"Your  campaign  is  taking  the  'curse'  from  political  fund  raising.  You  broke  the 
ice  for  the  Republican  party  with  thousands  who  never  before  had  contributed  and, 
perhaps,  thought  there  might  be  something  tainted  about  giving  to  a  political 
cause."  News  release,  Republican  National  Committee,  Dec.  3,  1958. 
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The  direct  role  of  government  in  this  process  would  be  minor.  The 
government  shares  in  the  cost  of  political  contributions  claimed  under 
the  program,  but  not  in  the  direction  or  allocation  of  funds.  In  effect, 
the  decision  as  to  whom  the  subsidy  shall  go  is  made  by  each  individual 
who  contributes,  for  the  subsidy  is  merely  a  diversion  of  tax  funds  by 
contributors  to  political  candidates  and  committees  of  their  choice.  The 
government  only  recognizes  each  valid  tax  claim  by  allowing  the 
claim. 

Of  course,  both  types  of  tax  benefit  for  a  political  contribution  are 
variations  on  the  theme  that  the  government  should  provide  subsidies 
for  political  expenses  in  order  to  assure  broader  opportunities  for  can- 
didacy. But  they  are  variations  which  encourage  individual  polit- 
ical activity.  In  the  case  of  a  credit,  the  government  would  in  effect 
be  paying  all  the  costs  for  which  a  credit  was  taken.  In  the  case  of  a 
deduction,  the  part  of  the  cost  borne  by  the  government  and  the  degree 
of  incentive  to  make  the  contribution  are  in  proportion  to  the  size  of 
the  donor's  taxable  income.  In  either  case,  the  recipient  of  the  donation 
is  a  matter  of  individual  choice  for  the  taxpayer.  And,  of  course,  both 
types  of  credit  constitute  a  continuation  of  the  current  tendency  to  use 
tax  legislation  for  social  purposes  with  all  of  the  attendant  complications 
within  the  tax  structure  and  in  the  administration  of  tax  collection — 
disadvantages  which  will  be  amplified  throughout  this  study. 

There  are  numerous  other  reasonable  grounds  for  arguing  against  a 
tax  benefit:21  that  an  act  of  citizenship  needs  no  material  reward;  that  a 
tax  benefit  may  not  act  as  an  incentive  nor  accomplish  the  desired  goal 
of  broadening  the  financial  base;22  that  too  much  money  might  flood  in; 
that  it  would  not  be  necessary  if  door-to-door  fund  raising  were  prop- 
erly organized;  that  it  would  be  a  further  erosion  of  the  tax  base  and 
cause  too  great  a  revenue  loss;  that  it  would  be  preferable  to  tax  every- 
one and  provide  public  assistance  to  candidates  and  parties;  that  the 
law  might  give  an  advantage  to  one  party  or  group  over  others;  that 
the  problems  of  administration  and  validation  are  too  great;  that  it 

21  Some  of  the  following  arguments  are  contradictory;  some  refer  to  either  a  tax 
deduction  or  a  tax  credit.  Each  objection  will  be  discussed  at  an  appropriate  point 
in  this  paper. 

22  One  tax  expert  has  written  recently:  "Elimination  of  the  deduction  for  con- 
tributions would  probably  have  little  effect  on  charitable  giving  by  the  lower  and 
middle  income  classes,  since  the  income  tax  advantage  is  relatively  small  at  these 
levels.  Even  at  the  highest  levels,  philanthropy  would  probably  be  affected  very 
little,  because  aggregated  tax  burdens  would  remain  unchanged."  Pechman,  loc. 
cit.,  10.  See  also  discussion  of  tax  deduction  claims,  below,  pp.  17-18.  Deductability 
of  political  contributions  from  German  income  tax  had  not,  a  year  from  its  incep- 
tion, facilitated  the  raising  of  direct  contributions  to  the  parties.  Arnold  J.  Heiden- 
heimer,  "German  Party  Finance:  The  CDV,"  American  Political  Science  Review, 
LI  (June,  1957),  381-82. 
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would  constitute  a  direct  subsidy  by  the  government  and,  consequently, 
devitalize  the  party  system  by  reducing  the  effort  required  to  finance 
campaigns;  that  it  would  be  subject  to  various  abuses. 

To  accept  or  reject  these  arguments  is  partly  a  matter  of  faith  and 
value  judgment,  partly  a  matter  of  logic.23  Citizenship  should  be  its 
own  reward,  and  perhaps  tax  incentives  should  not  be  used  to  bribe 
the  unwilling  nor  to  goad  the  gullible— although  clearly  the  government 
must  have  as  much  responsibility  to  provide  for  the  election  of  un- 
obligated candidates  as  it  has  to  facilitate  the  raising  of  funds  for 
health,  welfare  and  education  through  a  tax  benefit.  There  is  little  if 
any  basis  on  which  to  predict  the  efficacy  of  a  tax  benefit  as  an  incentive 
for  political  contributions.  Too  much  money  for  campaigns  is  poten- 
tially as  dangerous  in  a  democratic  society  as  too  little.  If  door-to-door 
political  fund  raising  could  be  organized  on  a  nationwide  basis,  a  tax 
incentive  might  be  unnecessary  and  superfluous.  A  tax  incentive  would 
be  an  erosion  of  the  tax  base,  however  minor  a  one,  and  would  cost  the 
government  an  unpredictable  amount  in  subsidies.  Public  financing  of 
campaigns  could  be  preferred  to  supplant  a  private  system  that  is 
plagued  with  special  pressures,  obligations  and  favoritism.  The  law, 
unless  carefully  framed,  could  give  advantages  to  some  parties  and 
groups  over  others.  The  problems  of  administration  and  validation  to 
overcome  possible  abuses  are  difficult  to  cope  with,  as  will  be  abun- 
dantly shown. 

The  arguments  favoring  the  adoption  of  a  tax  incentive  answer  in 
part  the  stated  objections,  although  only  trial  (and  error)  can  test  the 
validity  of  some  of  the  claims  and  objections.  Nevertheless,  the  advo- 
cates of  a  tax  benefit  consider  it  as  an  essential  device  that  will  aid 
mass  solicitations  by  inducing  small  contributions.  And  the  advocates 
consider  its  possible  effects  upon  the  electoral-financial  processes— in 
increased  citizen  participation,  in  a  broader  financial  base,  in  help  to 
needy  candidates— so  socially  desirable  that  they  are  willing  to  support 
its  legislative  enactment  and  hope  the  desired  results  will  occur. 

The  purpose  of  this  paper  is  to  study  the  feasibility  of  a  tax  benefit 
for  political  contributions.  But  feasibility  is  predicated  upon  the  devis- 

23  It  is  interesting  to  note  the  differing  responses  of  two  small  groups  polled  by 
the  McClellan  Committee  on  the  desirability  of  a  tax  benefit.  Forty  political  sci- 
entists were  queried  as  to  whether  they  would  approve  a  tax  credit  or  deduction 
for  political  contributions.  Of  the  sixteen  who  replied,  thirteen  gave  affirmative 
answers,  only  one  negative  and  two  returned  blanks.  U.  S.,  Congress,  Senate,  Hear- 
ings before  the  Special  Senate  Committee  to  Investigate  Political  Activities,  Lobby- 
ing and  Campaign  Contributions,  84th  Cong.,  2d  Sess.,  and  85th  Cong.,  1st  Sess. 
(1956-1957),  pp.  1268-1290.  (Hereafter  cited  as  McClellan  Committee,  Hearings.) 
Of  twenty-two  ex-Senators  queried  as  to  whether  tax  concessions  in  the  form  of 
tax  credit  or  a  tax  deduction  from  gross  income  should  be  allowed  to  encourage 
popular  giving  to  campaigns,  ten  answered  affirmatively,  eight  negatively  and 
four  returned  blanks.  Ibid.,  pp.  1290-1308. 
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ing  of  a  system  that  will  avoid  or  minimize  serious  administrative  dif- 
ficulties inherent  in  a  tax  program.  As  a  consequence,  much  of  the  paper 
is  devoted  to  exploring  the  many  alternative  methods  by  which  a  tax 
incentive  can  be  achieved.24  In  the  course  of  the  discussion,  the  alleged 
advantages  of  a  tax  incentive  must  be  weighed  by  the  reader  against 
the  administrative  and  other  risks  shown  to  be  involved. 


II.  CREDIT  OR  DEDUCTION? 

One  looks  in  vain  in  federal  legislative  proposals  prior  to  1955  for 
references  to  tax  benefits  for  political  contributions.  In  that  year,  how- 
ever, Minnesota  passed  the  first  state  law  granting  tax  deduction  from 
income  for  contributions  up  to  $100,1  and  in  hearings  held  before  the 
U.  S.  Senate  Subcommittee  on  Privileges  and  Elections,  several  sepa- 
rate suggestions  for  tax  benefit  for  political  contributions  were  made.2 
Bills  were  soon  introduced  in  the  Congress  to  provide  limited  tax  bene- 
fits for  contributions  to  candidates  running  for  federal  office  and  to 
committees  acting  in  their  behalf;  since  then,  bills  to  achieve  that  pur- 


24  The  author  is  indebted  in  large  measure  to  the  published  works  of  Professors 
Ellen  A.  Peters  and  Stanley  S.  Surrey.  Peters,  he.  cit.;  Surrey,  Written  Statement, 
"Tax  Benefits  for  Political  Contributions,"  McClellan  Committee,  Hearings,  pp. 
1257-1267;  "Do  Income  Tax  Exemptions  Make  Sense?,"  Colliers,  137,  March  30, 
1956.  pp.  26-29.  Grateful  thanks  are  also  due  to  Dr.  E.  Wayles  Browne,  Jr.,  former 
Chief  Statistican  to  the  Senate  Subcommittee  on  Privileges  and  Elections  during 
the  preparation  of  the  Gore  Committee  Report. 

1  Minn.  Sess.  Laws  1955,  c.  775,  amending  Minn.  Stat.,  Sec.  290.09,  290.21 
(1953).  In  addition,  the  Minnesota  law,  as  it  appears  in  Minn.  Statutes,  1957, 
permits  candidates  to  deduct  from  gross  income  limited  parts  of  campaign  expendi- 
tures which  have  been  personally  paid  by  the  candidate  as  follows: 

(a)  a  candidate  for  governor  or  U.S.  Senator $5,000 

(b)  a  candidate  for  other  state  office  or  U.S.  Representative. . .  3,500 

( c )  a  candidate  for  State  Senator    500 

( d )  a  candidate  for  State  Representative 500 

( e )  a  candidate  for  presidential  elector  at  large 500 

(f )  a  candidate  for  presidential  elector  from  a  congressional  dis- 

trict             100 

(g)  a  candidate  for  any  other  public  office &  annual  salary 

Moreover,  the  law  permits  deductions  for  political  contributions  made  by  party 

officials,  as  follows: 

by  a  national  committeeman  or  woman,  state  chairman  or  woman  $1,000 

by  a  congressional  district  committeeman  or  woman 350 

by  a  county  chairman  or  woman 150 

For  an  evaluation  of  its  effects  and  effectiveness,  see  Heard,  op.  cit.,  pp.  445-48. 

2  U.S.  Congress,  Senate,  Subcommittee  of  the  Committee  on  Rules  and  Adminis- 
tration, Hearings,  Federal  Elections  Act  of  1955,  84th  Cong.,  1st  Sess.,  1955,  pp.  85, 
105, 119,  289,  290,  299. 
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pose  have  been  introduced  in  most  sessions  of  Congress.3  The  State 
of  California  in  1957  provided  income  tax  deductions  up  to  $100  for 
political  contributions,4  and  other  state  legislatures  have  considered 
such  legislation.5 

Most  of  the  early  proposals  called  for  tax  deductions  from  gross  in- 
come, up  to  various  limited  amounts,  usually  $100,  for  political  con- 
tributions to  candidates  for  specified  offices.  By  1956,  however,  pro- 
posals for  limited  tax  credits  (up  to  $10)  rather  than  deductions6  were 
gaining  frequency,  at  least  on  the  federal  level.7  The  differences,  both 
in  operation  and  effect,  can  be  spelled  out  simply. 

Tax  Deduction.  A  tax  deduction  is  an  allowance  granted  from  gross 
income  before  actual  computation  of  tax  liability.  In  effect  it  operates 
on  a  sliding  scale  according  to  the  taxpayer's  net  income  bracket.  As  the 
income  bracket  rises,  less  of  the  contribution  is  actually  made  by  the 
taxpayer,  and  more  of  it  is  borne  by  the  government— in  other  words, 
by  other  taxpayers.  Thus  the  higher  a  contributor's  income,  the  more 

3  One  was  introduced  as  an  amendment  to  a  "clean  elections"  bill  which  passed 
the  Senate  on  Jan.  25,  I960,  but  the  tax  amendment  was  defeated  for  several  rea- 
sons: (1)  for  fear  that  such  an  amendment  might  jeopardize  the  entire  bill;  (2)  for 
fear  the  House  would  consider  its  rights  of  originating  tax  measures  were  being 
invaded;  (3)  because  the  Senate  Committee  on  Finance  had  not  considered  the 
measure;  ( 4 )  because  of  uncertainty  as  to  the  meaning  of  the  drafted  amendment, 
and  for  other  reasons;  see  debate  in  Congressional  Record,  Vol.  106,  86th  Cong., 
2nd  Sess.  ( 1960),  pp.  1051-61. 

4  Calif.  Sess.  Laws  1957,  c.  255;  Calif.  Rev.  and  Tax  Code,  sec.  17210  (Supp. 
1957). 

5  For  example,  the  State  Senate  in  New  York  has  passed  a  tax  deduction  bill  in 
two  consecutive  sessions,  but  the  Assembly  has  failed  to  follow  suit.  See  New  York 
Times,  Jan.  30,  1957. 

6  In  every  case,  strict  limitations  as  to  amount  of  credit  or  deduction  were  pro- 
posed. The  limitations  suggest  a  difference  in  degree  between  charitable  and  politi- 
cal contributions.  In  the  former  case,  the  more  contributors,  large  or  small,  the 
better;  in  the  latter  case,  the  larger  contributions  are  suspect  and  the  smaller  are 
to  be  encouraged  by  the  tax  concession. 

Greater  encouragement  of  educational  gifts  through  tax  concessions  has  been 
advocated  by  several  educators.  One  complex  plan  calls  for  a  "gift  surtax";  a  sim- 
pler method  proposes  a  tax  credit  up  to  5  per  cent  of  the  tax  bill.  Conceivably 
either  could  be  modified  and  adapted  to  political  contributions,  although  the  former 
is  politically  more  equitable.  See  Paul  E.  Klopsteg,  "How  Shall  We  Pay  for  Re- 
search and  Education,"  reprinted  from  Science,  Vol.  124,  No.  3229,  November  16, 
1956,  pp.  5-8;  and  report  of  an  address  by  Dr.  Clifford  D.  Furnas,  in  New  York 
Times,  July  14,  1959.  Both  ideas  were  introduced  as  bills  in  the  House  of  Repre- 
sentatives; the  former  as  H.R.  2440  in  the  85th  Congress,  2nd  Session,  the  latter  as 
H.R.  8356  in  the  86th  Congress,  1st  Session. 

7  One  proposal  for  a  credit  was  suggested  by  three  social  scientists  at  the  Uni- 
versity of  Chicago;  see  Letter  to  the  Editor  of  the  New  York  Times,  March  3, 
1956.  Another  proposal  was  made  by  Walter  P.  Reuther,  president  of  the  United 
Auto  Workers,  in  the  McClellan  Committee,  Hearings,  pp.  271-78. 
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a  given  deduction  will  save  him  in  taxes.  Based  upon  current  income 
tax  rates,  the  following  differential  would  result  from  a  $100  tax  deduct- 
ible contribution: 

If  the  contributor's  net  taxable  income  were  less  than  $2,000, 
he  would  "save"  $20.00  in  taxes,  and  it  would  cost  him  $80.00 
to  contribute  $100  to  the  candidate  or  party  of  his  choice. 

If  the  contributor's  net  taxable  income  were  between  $10,000- 
12,000,  he  would  "save"  $38  in  taxes,  and  the  contribution 
would  cost  him  $62. 

If  his  income  were  between  $100,000-150,000,  the  taxpayer's 
share  of  a  deductible  $100  campaign  contribution  would  fall 
to  $11,  and  the  government's  share  increase  to  $89.8 

Thus  the  effects  of  the  proposals  for  allowing  deductions  for  political 
contributions  up  to  $100— both  as  to  cost  to  the  contributor  and  revenue 
loss  to  the  government— would  be  determined  by  the  tax  brackets  of 
those  who  take  the  deduction. 

Tax  Credit.  A  tax  credit,  on  the  other  hand,  is  an  allowance  taken 
from  the  final  tax  liability  itself.  It  operates  in  such  fashion  that  every 
taxpayer,  large  or  small,  gets  the  same  benefit  for  the  same  amount  of 
contribution.  The  revenue  loss  to  the  government  is  a  function  of  the 
number  of  contributions  made  and  credits  sought  on  tax  returns,  not 
of  income  level  or  tax  bracket.  Thus  if  a  tax  credit  up  to  $10  is  allowed, 
any  contributor  can  subtract  up  to  the  credited  amount  from  his  final 
income  tax  bill. 

Advocates  of  a  tax  incentive  for  political  contributions  may  agree  in 
principle  on  the  goals,  but  they  are  divided  into  various  camps;  those 
for  a  deduction;  those  for  a  credit;  those  for  a  compromise  combining 
the  two,  with  the  contributor  electing  the  one  that  will  most  benefit 
him.  The  arguments  for  and  against  the  alternatives  take  the  following 
form. 

Deduction:  Pros  and  Cons.  Charitable  gifts  are  deducted,  not  cred- 
ited, so  why  treat  political  gifts  differently  when  the  purpose  is  to  pro- 
vide in  the  political  arena  the  tax  incentive  that  is  claimed  to  be  effective 
in  charitable  fund  raising?  A  tax  deduction  for  this  purpose  could 
simply  be  added  to  other  deductions,  or  be  taken  automatically  within 
the  standard  deduction.9  Although  political  deductions  would  probably 
be  limited  in  amount,  they  are  in  principle  not  different  from  other 

8  For  a  comprehensive  statistical  table  of  the  benefit  to  the  taxpayer  of  a  $100 
deduction,  based  upon  1951  figures,  see  speech  by  Senator  Richard  L.  Neuberger, 
Congressional  Record,  Vol.  102,  84th  Cong.,  2nd  Sess.  (1956),  pp.  4018-20. 

9  If  taken  as  a  standard  deduction,  there  is  no  real  incentive.  It  could  be  argued, 
however,  that  the  standard  deduction  is  already  so  liberal  an  allowance  as  theo- 
retically to  include  a  benefit  for  small  political  contributions. 
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deductions.  Thus  they  could  be  easily  handled  on  an  itemized  form.  A 
tax  credit,  on  the  other  hand,  would  place  political  gifts  in  an  exclusive 
category,  would  require  additional  entries  on  the  long  and  short  1040 
federal  income  tax  forms,  and  would  lengthen  and  tend  to  complicate 
the  short  forms. 

The  operation  of  the  tax  deduction  according  to  the  taxpayer's  net 
income  bracket  raises  problems  both  of  equity  and  of  incentive.  Be- 
cause of  this,  the  tax  deduction  has  been  criticized  for  being  unfair  and 
discriminatory  in  its  application.10  The  principle  of  fairness  would  be 
violated  if  for  the  same  amount  of  contribution  the  individual  in  the 
higher  brackets  "saves"  larger  percentages,  and  the  individual  in  the 
lower  bracket  "saves"  lesser  percentages,  of  the  gift. 

The  absolute  "saving"  would  be  small,  even  for  those  in  the  highest 
brackets.11  Moreover,  many  who  are  able  to  contribute  in  sums  of  $100 
actually  contribute  more  money  within  a  year,  and  their  only  "saving" 
would  be  on  the  first  $100  for  which  they  could  claim  a  deduction.12 

And  the  absolute  difference  in  "saving"  between  those  in  the  highest 
and  those  in  the  lowest  brackets  appears  small— only  $71. 13  Yet  the 
maximum  difference  in  political  terms  between  an  $80  cost  and  a  $9 
cost  for  a  $100  contribution  is  great— in  fact,  the  one  is  almost  nine 
times  weightier  than  the  other. 

But  the  increasing  cost  of  the  gift  dollar,  which  varies  with  de- 
creasing amounts  of  adjusted  gross  income,  acts  as  a  deterrent  to 
giving  the  lower  one's  income.  Accordingly,  the  cost  to  the  govern- 
ment varies  with  the  largest  percentage  of  government  subsidy  going 
to  those  candidates  and  parties  getting  the  most  contributions  at 
the  upper  limit.  Hence  the  party  or  candidate  able  to  attract  contribu- 
tions that  qualify  at  the  deductible  limit— normally  those  from  higher 
bracket  taxpayers^stands  to  benefit  from  the  largest  subsidy  from 
government;  the  bias  in  this  mechanism  is  apparant.14 

But  the  monetary  discrimination  is  compounded  by  the  political 
factors  mentioned.  While  the  application  of  equity  may  be  considered 

10  See  speech  of  Senator  Neuberger,  above,  note  8,  p.  16. 

11  Since  the  highest  tax  bracket  is  91  per  cent,  theoretically  the  greatest  "saving" 
can  be  $91.  Because  of  technical  considerations,  the  91  per  cent  figure  is  never 
applicable. 

12  See  testimony  of  General  John  R.  Kilpatrick,  in  McClellan  Committee,  Hear- 
ing, pp.  1063-64. 

13  The  difference  between  $91  and  $20.  Actually,  most  higher  bracket  tax  per- 
centages center  around  50  per  cent,  meaning  that  the  absolute  saving  as  well  as 
the  difference  between  high  and  low  bracket  taxpayers  is  smaller;  thus  the  govern- 
ment's share  would  actually  be  less  than  percentages  indicate.  Stanley  S.  Surrey, 
"Federal  Income  Tax  Base  for  Individuals,"  Columbia  Law  Review,  Vol.  58  (June, 
1958),  816. 

14  For  an  attempt  to  show  how  the  deduction  would  effect  the  major  parties,  see 
speech  of  Senator  Neuberger,  above,  note  8,  p.  16. 
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important  in  tax  matters,  it  may  be  called  imperative  in  electoral 
matters.  The  principle  of  political  equality— one  man  one  vote— is  vio- 
lated if,  as  George  Orwell  suggested,  some  people  are  more  equal  than 
others;  the  tax  deduction  reinforces  that  inequality. 

Moreover,  there  is  strong  reason  to  believe  that  a  tax  deduction 
would  not  serve  the  purpose  for  which  it  is  intended — to  attract  small 
contributors.  For  example,  if  the  deduction  were  for  contributions  of  up 
to  $100,  then  most  of  the  broadly-based  contributions  would  be  for 
considerably  less  than  the  upper  limit.  In  turn,  the  allowable  deductions 
for  most  contributors  would  be  for  much  less  than  $100.  Small  con- 
tributors, giving  $5  or  $10,  would  not  benefit  at  all  unless  they  itemized 
all  their  personal  and  philanthropic  deductions.  Federal  income  statis- 
tics show  that  only  one-third  of  those  filing  tax  returns  itemized  their  de- 
ductions; in  1957,  the  latest  year  for  which  the  information  is  available, 
66  per  cent  of  filers  elected  the  alternative  standard  deduction.15  More- 
over, of  taxpayers  with  adjusted  gross  incomes  of  less  than  $5,000,  item- 
ized deductions  were  elected  by  only  29  per  cent.16 

On  the  other  hand,  for  those  with  adjusted  gross  incomes  in  1956 
over  $5,000,  54  per  cent  itemized  their  deductions.17  It  is  difficult  to 
see  in  these  circumstances  how  a  tax  deduction  could  serve  as  an  incen- 
tive to  small  contributors  in  lower  income  brackets.  The  $5  or  $10 
contribution  added  to  personal  and  philanthropic  deductions  still  would 
not  qualify  most  lower  income  persons  for  a  tax  advantage  over  that 
provided  by  the  standard  deduction.  Therefore  most  small  contributors 
could  not  avail  themselves  of  the  deduction,  and  its  incentive  power 
would  be  mainly  for  those,  mostly  in  the  middle  and  higher  income 
brackets,  who  itemize  their  expenses.  Moreover,  the  benefit  of  the 
deduction  would  come  as  a  windfall  to  those  large  contributors  in  high 
income  brackets  who  would  give  in  any  event.  Even  if  the  purpose  of 
a  tax  benefit  is  rationalized  as  merely  to  raise  more  money— from  what- 
ever source— the  deduction  is  useless  unless  provided  in  conjunction 
with  a  tax  credit  that  would  appeal  to  small  contributors.  And  in  view 
of  the  foregoing  facts,  there  is  no  reliable  way  to  estimate  the  amount 
that  a  deduction  would  cost  the  government  in  revenue  loss. 

Credit:  Pros  and  Cons.  A  tax  credit,  on  the  other  hand,  because  it 
is  a  credit  against  tax  liability,  affects  large  and  small  contributor  alike. 
The  advantage  is  equal  because  the  benefit  for  the  same  amount  of 
contribution  is  the  same  for  each.  Similarly,  the  incentive  to  contribute 
—and  to  take  a  credit— appears  to  be  about  the  same  for  both  because 
of  the  way  the  tax  credit  mechanism  operates;  it  in  effect  affords  the 
taxpayer  a  choice  between  paying  his  full  tax  liability  or  diverting  part 

15  U.  S.  Treasury  Department,  Internal  Revenue  Service,  Preliminary  Individual 
Income  Tax  Returns  for  1957,  p.  2. 
is  Ibid. 
«  Ibid. 
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of  that  liability,  up  to  the  limited  amount  of  the  credit,  into  political 
channels. 

This  diversion,  unless  controlled,  could  have  undesirable  results. 
With  a  straight  $10  tax  credit,  for  example,  a  taxpayer  would  pay  his 
$10  to  the  candidate  or  party  of  his  choice  and  simply  exclude  the  full 
$10  from  his  tax  bill.18  The  alternatives  that  would  confront  the  poten- 
tial contributor  as  he  was  being  solicited  would  be  simple:  "Either 
give  $10  to  the  candidate  or  party  of  your  choice,  or  refuse  and  give 
the  $10  to  Uncle  Sam  off  in  Washington."  If  these  alternatives  were 
clearly  explained,  the  potential  contributor  would  be  hard  put  to  refuse 
a  friendly  solicitor.  As  a  result,  floods  of  money  might  become  avail- 
able to  campaign  funds  and  the  revenue  loss  to  the  government  would 
be  substantial. 

However,  these  possibly  disastrous  results— for  too  much  money  can 
be  as  dangerous  as  too  little— can  be  controlled  by  the  simple  device  of 
granting  a  credit  for  only  half  of  the  actual  contribution.  This  way  gov- 
ernment shares  half  of  the  cost,  up  to  the  limit,  and  the  other  half  comes 
out  of  the  pocket  of  the  contributor.19  This  way  it  would  take  contribu- 
tions totaling  $20  to  claim  the  full  $10  credit.  This  way  solicitation  may 
be  more  difficult,  but  an  incentive  to  contribute  remains.20 

Under  these  circumstances,  the  tax  credit  is  appealing  although  its 
faults  are  not  inconsiderable:  the  main  ones  are  that  it  demands  exclu- 
sive treatment  which  makes  its  effects  unpredictable.  Its  exclusive  treat- 
ment requires  additional  entries  on  the  tax  forms.  It  is  unpredictable 
in  its  effects  because  we  have  no  similar  experience  with  the  operation 
of  a  mass  tax  device. 

If  it  proves  effective  in  raising  poltical  funds,  its  extension  in  some 
form  would  possibly  be  sought  to  include  charitable  and  educa- 
tional gifts  now  tax  deductible.  And  in  case  of  political  or  other  tax 
credits,  there  is  question  about  benefits  to  the  21  per  cent21  who  file 
returns  but  pay  no  tax;  unless  provision  is  made  for  cash  refunds,  they 
will  receive  no  benefits  even  if  they  do  contribute.  However,  discrimina- 
tion against  the  few  nontaxpayers  who  might  contribute  is  probably 

18  Or  alternatively,  the  taxpayer  need  only  enter  on  a  line  on  the  tax  form  the 
intended  political  beneficiary  and  the  amount,  and  the  government  could  pay  the 
money  directly.  With  this  procedure  the  money  would  be  paid  only  after  the  tax 
return  was  filed,  not  necessarily  when  the  money  was  most  needed. 

19  See  the  suggestion  for  the  matching  fund  principle  in  testimony  of  Thomas 
Schroth,  in  McClellan  Committee,  Hearings,  pp.  964-65.  This  principle  was  incor- 
porated in  S.  2150,  as  reported  out  of  the  Senate  Committee  on  Rules  and  Admin- 
istration in  the  85th  Congress. 

20  The  mechanism  for  allowing  a  tax  claim  for  only  half  of  the  amount  of  the 
contribution  also  decreases  the  chance  for  fraud  and  vote-buying  under  a  tax 
incentive.  See  discussion,  below,  pp.  38-39. 

21  U.  S.  Treasury  Department,  Internal  Revenue  Service,  Preliminary  Individual 
Income  Tax  Returns  for  1957,  p.  2. 
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wiser  than  a  public  policy  distributing  cash  refunds  to  those  who  pay 
no  taxes.  Moreover,  administrative  costs  for  handling  refunds  would  be 
high22  and  would  complicate  predictions  as  to  the  cost  of  the  tax  credit 
program. 

In  conclusion,  the  tax  credit  also  creates  two  sets  of  contradictory 
effects.  First,  a  credit  is  easily  claimed  by  taxpayers;  this  means  it 
probably  will  serve  the  purpose  of  helping  to  broaden  the  base,  but  by 
the  same  token,  the  revenue  loss  may  be  great.  Second,  it  is  available 
to  large  and  small  contributors  alike;  but  its  benefit  must  be  kept  so 
limited  that  it  is  hardly  worth  the  while  of  a  large  contributor  to  make 
the  claim  (for  only  up  to  $10),  while  its  benefit  to  contributors  of  small 
amounts  may  be  negligible  even  for  those  in  lower  income  brackets. 
These  factors  add  to  the  unpredictable  nature  of  the  tax  credit. 

Revenue  Loss.  Clearly  the  intent  in  any  benefit  is  for  the  government 
to  share  at  least  part  of  the  costs  of  political  contributions.  Apart  from 
matters  of  cost  and  equity,  if  a  government  contribution  were  the  only 
consideration,  then  the  maximum  tax  exemption  could  be  high  and  even 
equal  to  the  maximum  legal  contribution.  But  if,  as  has  been  suggested, 
the  main  purpose  of  the  tax  benefit  is  to  encourage  small  contributions, 
then  the  benefit  should  be  kept  low,  limited  perhaps  to  the  $10  credit 
that  has  been  proposed. 

It  is  not  possible  to  estimate  with  confidence  the  revenue  loss  to  the 
federal  government  for  a  $10  tax  credit  program,  but  a  few  projections 
can  be  made  from  known  facts. 

A  reliable  estimate23 — checked  by  independent  means24 — indicates 
that  three  million  persons  gave  money  to  some  party  or  candi- 
date in  1952.  If  three  million  contributors  could  claim  credits 
up  to  the  proposed  limit  of  $10  each,  the  revenue  loss  would  be  $30 
million.  If  only  half  of  those  eligible  claimed  credits  averaging  only 
half  the  allowed  amount,  or  $5,  the  cost  would  be  only  $7.5  million. 
When  the  1956  figures,  cited  above,  indicating  eight  million  contribu- 
tors in  that  year,  are  used,  then  at  $10  maximum  credits,  the  revenue 
loss  would  amount  to  only  $80  million.  These  figures,  however,  do  not 
contemplate  the  educational  campaign  that  would  accompany  a  tax 
credit  program. 

For  it  has  been  assumed  that  the  national  party  committees  and  the 
American  Heritage  Foundation-Advertising  Council  would  follow 
through  the  enactment  of  a  tax  credit  by  undertaking  extensive  adver- 
tising campaigns.  Since  the  effectiveness  of  well-advertised  political 
fund-raising  campaigns  with  tax  benefits  as  an  inducement  cannot  be 


22  There  would  be  less  administrative  work  and  cost  in  a  policy  granting  tax 
credit  refunds  to  those  taxpayers  who  get  refunds  for  overpayment  of  taxes  on 
other  grounds,  since  the  only  need  is  to  add  the  refund  items  for  a  total. 

23  Campbell,  Gurin  and  Miller,  op.  cit.,  p.  30. 

24  Heard,  op.  cit.,  p.  41. 
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known,  confidence  in  revenue  loss  projections  is  decreased.  Nor  can 
we  confidently  predict  the  number  of  state  and  local  committees  that 
would  cooperate  fully  in  the  national  drives.  If  by  chance  full  coopera- 
tion were  achieved  and  the  tax  incentive  were  effective,  a  projection 
from  the  latest  Gallup  poll  figures  would  indicate  that  with  twelve  to 
seventeen  million  families  making  $5  contributions25  and  all  claiming 
their  credit  at  the  allowable  $2.50,  the  maximum  revenue  loss  would 
amount  to  $42.5  million. 

But  this  does  not  tell  the  full  story.  For  if  seventeen  million  families 
express  willingness  to  contribute  $5  out  of  their  pockets  to  the  candi- 
date or  party  of  their  choice,  under  a  tax  credit  for  half  the  amount 
of  the  contribution,  they  can  actually  afford  to  give  $10  since  the  gov- 
ernment shares  half  the  cost  and  will  refund  the  extra  $5.  This  choice, 
easily  explained  by  the  solicitor,  means  that  up  to  $170  million  might 
be  available  for  eligible  campaign  funds. 

This  estimate  of  $170  million  is  only  slightly  higher  than  estimates  of 
all  political  costs  at  all  levels  of  government  in  the  1956  election. 
Projecting  further,  if  all  these  contributors  donated  $20  in  order  to  take 
credits  of  the  maximum  $10  each,  then  $340  million  would  be  available 
for  campaign  purposes  and  the  revenue  loss  would  total  $170  million. 
This  would  carry  our  campaign  expenditures  far  beyond  what  they 
have  been  in  the  past— and  one  might  fear  that  excess  funds  would  be 
used  for  either  illegitimate  or  saturation  campaign  purposes.26 

Another  factor  to  consider  is  that  the  claims  for  credit  may  increase 
substantially  over  the  years  as  the  public  is  educated  to  the  benefits 
and  usages  of  the  program.  The  credit— as  compared  with  the  deduction 
—is  easily  claimed  and  taken,  so  that  high  percentages  of  eligibles  may 
claim  it. 

On  the  other  hand,  the  latter  projections  are  based  upon  the  unlikely 
assumptions  that  those  who  say  they  will  contribute  $5  actually  will 
when  confronted  by  a  solicitor,  and  that  of  these,  all  will  contribute  to 
candidates  or  committees  eligible  to  receive  tax-favored  contributions. 
Revenue  loss,  of  course,  would  fluctuate  considerably,  being  highest  in 
presidential  election  years,  high  in  congressional  election  years,  and 
low  in  off-years. 

The  Combined  Credit  and  Deduction.  The  combined  credit  and 
deduction  plan  offers  a  few  advantages  that  neither  the  credit  nor 
deduction  affords  singly;  however,  it  also  affords  the  disadvantages  of 
each  plan  while  increasing  the  administrative  problems.  One  joint  ad- 
vantage is  that  the  combined  plan  gives  greater  choice  to  the  taxpayer, 
though  at  the  cost  of  inequity,  as  previously  shown.  Giving  the  tax- 

25  See  above,  note  16,  p.  10. 

26  The  allowable  limit  of  the  credit  could  be  increased  or  decreased  readily  as 
unhealthy  effects  become  apparent. 
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payer  a  choice  as  to  credit  or  deduction  might  also  create  confusion  for 
solicitors  and  potential  contributors  and  act  as  a  deterrent  to  indi- 
viduals not  knowledgeable  in  technical  tax  jargon. 

Another  advantage  is  cancelled  out  by  a  corresponding  disadvantage; 
the  combined  plan  gives  grounds  for  comparison  as  to  the  effect  and 
cost  of  the  credit  and  deduction  in  the  same  year  and  under  the  same 
conditions;  at  the  same  time,  the  deduction  makes  it  more  difficult  to 
check  income  tax  figures  for  overall  effect  of  the  tax  incentives  given. 

Conclusions.  Adoption  of  any  of  the  three  proposed  tax  incentive 
plans  would  represent  a  break  with  tradition;  adoption  of  any  would 
present  administrative  and  educational  problems.  For  example,  either 
a  deduction  or  a  credit  would  require  changes  on  tax  forms  and  addi- 
tional explanatory  material  on  income  tax  instructions;  either  would 
require  some  form  of  validation  before  a  claim  could  be  allowed;  the 
combined  plan  would  increase  administrative  problems.  All  three 
would  involve  revenue  loss  and  require  an  extensive  educational  pro- 
gram as  to  use  and  usefulness— one,  however,  it  is  assumed  the  national 
parties  and  the  American  Heritage  Foundation-Advertising  Council 
would  willingly  undertake. 

In  weighing  the  merits  and  demerits  of  the  three  proposals,  one  must 
consider  the  strongest  possible  objections  or  virtues.  The  deduction 
may  be  ruled  out  on  grounds  of  its  inequity  and  lack  of  incentive  for 
small  contributors.  Inequity  and  difficulties  in  administration  throw  the 
balance  against  the  compromise  contained  in  the  combined  plan. 

On  balance,  then,  the  tax  credit  for  half  of  the  amount  of  the  con- 
tribution, say  up  to  a  maximum  of  $10,  appears  to  have  more  advan- 
tages and  fewer  disadvantages  than  either  the  deduction  plan  or  the 
combined  plan.  It  is  easier  to  claim  and  appears  to  offer  more  incentive 
to  small  contributors  than  does  the  deduction  whose  usefulness  to  the 
individual  is  predicated  upon  the  compiling  of  all  other  deductions- 
personal  and  philanthropic  as  well  as  political— to  reach  a  monetary 
advantage  over  the  standard  deduction.27  If  the  tax  credit  plan  achieves 
the  goal  of  broadening  citizen  participation,  there  would  be  com- 
pensating advantage  to  the  erosion  of  the  tax  base  and  the  loss  of  gov- 
ernment revenue.  Revenue  loss,  in  any  case,  is  a  function  of  the  effec- 
tiveness of  the  incentive:  the  greater  or  more  effective  the  incentive, 
the  greater  the  anticipated  revenue  loss— and  the  more  money  available 
for  campaign  funds. 


27  Contributing  may  be  considered  a  family  matter,  but  if  the  point  of  a  tax 
benefit  is  to  encourage  individuals  to  contribute  in  small  sums,  then  logically  sepa- 
rate contributions  by  a  husband  and  wife  who  file  a  joint  income  tax  return  should 
both  be  regarded  as  eligible  for  a  tax  credit.  Thus  on  some  tax  returns  a  $20  credit 
would  be  permissible. 
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The  effectiveness  of  the  credit  in  the  broadening  of  the  financial  base 
could  actually  be  measured  year  by  year  by  extrapolating  from  the 
number  of  claims  made.  Further,  through  sampling  techniques,  one 
could  estimate  the  numbers  of  contributors  not  making  claims  and  so 
determine  the  total  number  of  political  contributors  to  eligible  candi- 
dates and  committees.  The  total  amount  of  the  contributions  in  excess 
of  the  amount  for  which  a  claim  is  being  made  might  be  shown  on  the 
tax  form  or  could  be  available  on  the  attached  receipt.  Thus  a  tax 
incentive  could  supplement  public  information  about  numbers  of  con- 
tributors to  specific  categories  of  campaigns.  However,  contributions 
to  other  candidates  and  committees  than  those  for  which  the  credit 
is  being  claimed,  would  not  show  up  on  the  tax  form  or  on  the  receipt.28 

III.  PATTERNS  OF  CONTRIBUTING 

A  tax  incentive  can  be  a  powerful  weapon.  A  tax  credit  for  political 
contributions  could  incite  a  revolution  in  fund  raising,  not  only  by 
producing  large  campaign  funds,  but  by  altering  patterns  of  con- 
tributing. That  is,  an  incentive  can  encourage  contributions  in  certain 
directions  and  discourage  them  in  others. 

Stating  the  Problems.  The  problem  heretofore  has  been  that  political 
money  is  a  scarce  commodity.  As  such,  competition  for  the  scarce 
political  dollar  already  exists  in  an  acute  form.  But  if  a  tax  incentive 
can  broaden  the  confines  of  currently  small  financial  constituencies, 
and  can  make  political  money  more  plentiful,  it  can  by  the  same  token 
attract  it  to  campaigns  eligible  for  a  tax  benefit  and  starve  campaigns 
which  are  ineligible. 

The  proposals  made  so  far  for  federal  tax  benefits  for  political  con- 
tributions have  been  aimed  wholly  at  aiding  presidential,  vice-presiden- 
tial, senatorial  and  congressional  candidates  and  committees  working 
on  their  behalf.  No  doubt  much  can  be  said  for  limiting  federal  tax 
benefits  to  candidates  for  federal  office  and  letting  the  states  care  for 
their  own  state  and  local  candidates.1  Of  course,  contributions  to  state 
and  local  candidates  could  be  tax-exempt  from  state  income  taxes. 


28  A  tax  exemption  could  be  an  instrument  for  obtaining  accurate  information 
about  the  sources  of  political  money.  Since  individual  tax  information  is  protected 
by  the  Internal  Revenue  Service  and  there  would  be  no  compulsion  to  claim  an 
exemption,  this  means  can  be  disregarded  excepting  for  gross  numbers  and 
amounts.  However,  see  letter  of  Professor  Ralph  M.  Goldman  in  McClellan  Com- 
mittee, Hearings,  p.  1283. 

1  On  the  other  hand,  charitable  and  educational  deductions  apply  to  state  and 
local  charities  as  well  as  to  national  ones.  Whatever  the  coverage,  even  if  limited 
to  federal  candidates,  the  state  definition  of  "candidate"  would  have  to  be  used. 
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However,  only  thirty-four  states  have  income  taxes,2  so  not  all  states 
could  afford  tax  relief  to  candidates.  Professor  Heard  has  written  that 
the  consequences  of  a  distinction  between  federal  and  other  candi- 
dates might  be  the  development  of  a  vertically  divided,  rival  party 
system  within  each  of  the  present  parties.3 

But  the  alternative  of  an  unlimited  federal  tax  benefit  also  has  its  dis- 
advantages, suggesting  the  need  for  a  close  look  at  fund-raising  prob- 
lems under  a  federal  tax  benefit,  limited  or  unlimited. 

Competition.  At  first  glance  competition  between  federal  and  other 
candidates  appears  to  be  a  way  of  getting  solicitation  drives  organized 
promptly  on  a  wide  basis  by  those  who  need  money.  Actually  compe- 
tition in  fund  raising  produces  not  extra  money  but  extra  trouble.  The 
various  charities  learned  this  in  the  large  cities,  which  now  have  organ- 
ized community  chest  or  united  fund  drives;4  eloquent  pleas  for  uniting 
the  presently  proliferating  health  appeals  have  been  made.5 

In  political  as  in  philanthropic  fund  raising,  competition  at  best  is 
undesirable;  at  worst  it  can  be  disastrous.6  Competition  in  political 
fund  raising  is  not  usually  between  the  parties  but  between  the  national, 
state  and  local  organizational  levels  within  each  party,  or  between  the 
candidate  committees  and  the  party  committees.  With  political  money 
scarce,  each  candidate  and  committee  tries  to  get  the  most  money  from 
known  potential  contributors  and  partisans.  Of  course,  competition  is 
mitigated  to  a  degree  by  the  differing  interests  of  contributors,  with  the 
consequence  that  different  levels  of  candidates  and  different  kinds  of 
committees  attract  different  classes  of  contributors.  Thus  volunteer 
candidate  committees  are  established  to  appeal  to  certain  contributors 
who  would  not  give  to  regular  party  committees;  some  individuals  who 
will  give  to  local  candidates  will  not  give  to  federal  candidates,  and 
vice  versa.  But  generally,  competition  leads  to  intra-party  rivalry,  to 
difficulty  in  recruiting  fund  raisers,  and  to  adverse  contributor  reaction. 
In  some  areas  of  the  country,  the  Republicans  learned  the  lesson  of  the 
charities  by  institutionalizing  as  early  as  the  1930's  united  fund-raising 
drives,  primarily  around  the  large  urban  and  suburban  areas.7 


2  State  Tax  Review  (Commerce  Clearing  House),  Vol.  20,  No.  52,  Dec.  28, 
1959,  pp.  10-14. 

3  Heard,  op.  cit.,  p.  451. 

4  Marion  K.  Sanders,  "Mutiny  of  the  Bountiful,"  Harper's  Magazine  ( December, 
1958),  p.  27.  See  also  Peter  Maas,  "Where  Does  Your  Charity  Dollar  Go,"  Look, 
March  15, 1960,  pp.  40-46. 

5  Sanders,  be.  cit.,  pp.  23-31. 

6  See  statement  of  Paul  Butler,  former  chairman  of  the  Democratic  National 
Committee,  expressing  fear  of  party  competition  under  a  tax  incentive  plan,  in  Davis 
Committee,  Hearings,  p.  7. 

7  Carleton  G.  Ketchum,  "Political  Financing,  1937  Model,"  Public  Opinion  Quar- 
terly, II  (Winter,  1938),  135-140. 
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Under  a  limited  tax  incentive  program,  the  locus  of  competition 
would  shift  in  two  directions.  First,  competition  would  occur  between 
the  eligible  candidates  and  committees,  each  of  which  would  promptly 
seek  out  contributions  on  a  "first  to  solicit,  first  to  procure  up  to  the  tax 
limit"  basis,  trying  to  use  up  taxpayers'  exemptions  for  their  advantage. 
And  second,  competition  would  occur  between  those  candidates  and 
committees  eligible  to  participate  in  the  tax  program  and  those  candi- 
dates and  committees  ineligible  for  such  participation. 

Thus  the  basic  questions  are:  If  limitations  are  necessary  or  desir- 
able, what  candidates  and/or  committees  should  be  eligible  for  tax- 
exempt  contributions?  And  is  it  possible  to  limit  the  scope  or  coverage 
of  the  tax  program  without  injuring  those  left  out? 

Eligibility.  That  many  candidates  for  federal  office  need  financial 
help  is  clear.  Candidates  normally  do  not  have  their  own  permanent 
organizations  and  fund-raising  crews.  Citizens'  committees  working  in 
their  behalf  are  organized  only  for  short  campaign  periods  and  then  are 
disbanded;  experienced  fund  raisers  cannot  always  be  recruited,  and 
lists  of  contributors  are  not  always  available.  As  a  result,  money  raising 
can  be  a  serious  problem  for  many  candidates  who  are  thereby  forced 
to  accept  large  contributions.  The  problem  is  especially  acute  for  those 
candidates  who  are  not  professional  politicians  commanding  their  own 
organizations  or  who  do  not  receive  adequate  financial  help  from  their 
parties.  Thus  a  tax  incentive  to  help  relieve  candidates'  reliance  upon 
large  contributors  seems  reasonable.8 

But  to  limit  eligibility  to  federal  candidates  is  to  create  serious  prob- 
lems. For  at  whatever  point  limitations  are  put  upon  eligibility,  there 
may  be  candidates  for  other  offices  who  will  claim  that  they  cannot 
raise  sufficient  funds  for  their  races  because  the  available  money  is 
going  to  the  candidates  for  offices  which  qualify.  Thus  a  snowballing 
effect  leading  to  demands  either  to  abolish  the  tax  program  or  to  extend 
its  coverage  to  state  and  local  candidates  can  be  anticipated  if  the 
program  is  limited  to  federal  candidates.  Here  an  element  of  caution 
is  necessary. 

There  are  about  500,000  public  offices  at  all  levels  of  government 
that  are  filled  at  elections.9  And  the  number  of  elections  is  even  greater 
considering  the  large  number  of  primary  elections  at  which  candidates 
are  selected  to  run  for  office.  While  all  these  elections  are  not  held  in 
the  same  year,  their  potential  number  gives  an  indication  of  the  pos- 

8  Eligibility  of  candidates  for  tax-exempt  contributions  gives  a  choice  to  the 
independent  contributor  who  wants  to  avoid  party  identification. 

9  A  canvass  would  show  some  political  committees  on  every  governmental  level: 
for  fifty  states;  437  Congressional  districts;  3,047  counties;  17,183  municipalities; 
17,190  towns  and  townships;  165,000  election  districts.  U.S.  Department  of  Com- 
merce, Bureau  of  the  Census,  Governments  in  the  United  States:  1957  Census  of 
Governments,  Vol.  I,  p.  3. 
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sible  scope  of  an  enlarged  tax  credit  program,  with  consequent  revenue 
loss  and  administrative  problems  apparent.  In  lieu  of  extending  bene- 
fits to  state  and  local  candidates,  it  is  even  conceivable  that  a  move- 
ment could  start  toward  the  holding  of  elections  for  state  and  local 
offices  in  odd-years  when  rivalry  for  funds  on  the  federal  level  would 
be  at  a  minimum. 

However,  if  tax  exemption  is  made  available  for  contributions  to  all 
political  candidates  at  all  governmental  levels,  it  is  still  probable  that 
intra-party  or  inter-organizational  rivalry  would  flourish  for  the  avail- 
able dollars.  For  just  as  competition  exists  now  for  scarce  political 
dollars,  competition  will  set  in  then  for  tax-exempt  dollars.  This  might 
give  candidates  and  committees  incentive  to  solicit  broadly.  But  those 
who  are  best  organized  for  prompt  and  comprehensive  solicitation  may 
procure  the  available  tax-exempt  dollars,  making  for  over-abundant 
campaign  funds  for  some  and  underdeveloped  campaign  funds  for 
others. 

On  the  other  hand,  if  tax  exemption  is  limited  to  contributions  to  cer- 
tain categories  of  campaigns,  the  possibility  of  rivalry  between  eligibles 
remains,  but  in  addition,  the  ineligibles  may  be  unable  to  raise  sufficient 
funds  for  their  campaigns. 

In  either  case,  rivalry  or  ineligibility  can  lead  to  candidate  commit- 
ments to  large  contributors  for  the  necessary  funds  or  to  contributor 
balking  at  multiple  solicitation.  Or  out  of  the  chaos  could  come  unified 
poltical  fund  raising  with  provision  for  appropriate  quota  and  allocation 
requirements  for  the  various  levels  of  organization  and  candidacy. 

Thus  the  dilemma  of  tax  eligibility— what  helps  some  may  hurt  others 
in  unexpected  ways. 

But  so  far  we  have  only  pointed  out  the  problems  as  to  candidates 
(and  inferentially  as  to  citizens'  committees  working  in  their  behalf). 
The  problem  is  compounded  if  we  consider  how  party  ( as  opposed  to 
candidate)  committees  are  to  fare  under  a  tax  program. 

For  if  the  tax  incentive  were  limited  to  contributions  to  candidates 
on  the  federal  level,  and  to  committees  in  their  behalf,  then  contribu- 
tions to  party  committees  at  all  organizational  levels,  down  to  the  pre- 
cinct or  election  district,  would  be  eligible  to  benefit  from  the  tax 
concession.  In  short,  all  committees  supporting  general  party  tickets  at 
elections  at  which  party  candidates  for  federal  office  were  running, 
would  qualify  to  participate  under  the  tax  program.10 

The  need  for  party  funds  at  any  of  these  organizational  levels  may  be 
as  critical  as  the  need  for  funds  for  candidates.  In  fact,  attractive  candi- 
dates frequently  have  less  trouble  raising  money  than  the  parties  they 

10  It  is  possible  to  restrict  the  number  and  kinds  of  committees  eligible  to  receive 
tax-exempt  contributions  on  behalf  of  candidates.  The  smaller  the  number  of  com- 
mittees per  candidate,  the  greater  the  control  over  the  tax  benefit.  See  discussion 
below,  p.  32. 
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represent  at  the  polls.  But  the  party  needs  and  fund-raising  potentials 
at  the  national,  state  and  local  levels  vary  in  significant  respects. 

The  National  Committees.  For  example,  the  role  of  the  national  com- 
mittees11 traditionally  has  been  important  in  presidential  elections.  The 
recent  trend  toward  the  "nationalizing  of  politics,"  which  E.  E.  Schatt- 
schneider  has  pointed  out,12  gives  their  campaign  tasks  added  dimen- 
sions: the  aid  of  the  national  committees  in  money  and  services  to 
senatorial  and  congressional  candidates  is  often  more  important  than 
that  of  the  state  and  local  party  committees.13  If  the  national  commit- 
tees are  to  continue  to  give  effective  aid  to  federal  candidates,  however, 
and  are  to  improve  such  services,  they  need  stable  and  continuing  staffs. 
Recently  the  national  committee  budgets  have  hovered  around  $1 
million  even  in  non-election  years,  indicating  the  need  for  party  funds 
at  the  national  level  cannot  be  restricted  to  election  years.14  Also  re- 
cently, serious  attempts  have  been  made  by  the  national  parties  to 
develop  regular  membership  and  dues  programs. 

Funds  to  enable  the  national  parties  to  carry  on  these  significant 
functions  are  most  difficult  to  raise.  The  committees  are  located  off  in 
Washington,  far  from  the  mass  sources.  They  have  friends  and  sym- 
pathizers but  no  dependable  constituencies  (unless  "fat  cat"  elements 
be  so  considered).  The  national  leaderships  may  initiate  nationwide 
fund-raising  drives  and  help  to  organize  and  guide  them,  but  they  do 
not  always  derive  their  anticipated  share  of  total  monies  raised.15 

In  this  context,  then,  the  conclusion  seems  warranted  that  national 
party  organizations  could  effectively  use  whatever  additional  funds 
might  be  encouraged  by  a  tax  credit—to  develop  new  sources,  resources, 
and  loyalties,  and  to  provide  the  services  and  monies  to  presidential, 
senatorial  and  congressional  candidates  that  might  create  obligations 
and  a  strengthening  of  party  responsibility. 

Other  Party  Committees.  Party  committees  on  the  state  and  local 
levels  of  government  also  play  crucial  roles  in  relation  to  presidential, 

11  This  includes  the  Republican  and  Democratic  National  Committees,  the 
Senatorial  Campaign  Committees,  and  the  Congressional  Campaign  Committees. 

12  E.  E.  Schattschneider,  "United  States:  the  Functional  Approach  to  Party  Gov- 
ernment," in  Sigmund  Neumann  (ed.),  Modern  Political  Parties  (Chicago:  The 
University  of  Chicago  Press,  1956),  pp.  210-15. 

18  See  the  results  of  a  poll  of  all  Democratic  Congressional  candidates  in  the 
1958  campaign,  in  Democratic  Digest,  January-February,  1959,  p.  6. 

14  See  above,  note  2,  p.  7. 

15  One  factor  inhibiting  state  and  local  party  committees  from  providing  more 
financial  support  for  the  national  committees  is  the  fact  that  the  state  and  local 
leaders  fear  national  fund-raising  programs  will  deter  their  own  fund-raising 
activities.  Moreover,  many  are  aware  that  national  committees,  if  they  can  provide 
more  services  and  monies  to  federal  candidates  may  earn  obligations  that  otherwise 
would  rest  with  the  state  and  local  leaders. 
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senatorial  and  congressional  candidates'  campaigns.  They  nominate 
candidates;  they  devise  party  platforms  upon  which  candidates  may 
run;  they  may  be  invaluable  sources  of  professional  help  and  guidance 
to  candidates;  they  may  coordinate  the  campaigns  of  candidates  on  the 
various  levels;  they  may  help  provide  money  for  candidates'  campaigns 
on  the  federal  or  non-federal  levels.  To  perform  any  or  all  of  these  roles 
adequately  they  need  funds,  most  of  which  they  are  not  presently 
receiving  from  small  contributors. 

To  be  sure,  party  committees  have  an  advantage  over  candidate 
committees  in  that  they  are  organized  on  a  permanent  basis  and  gener- 
ally have  available  experienced  volunteer  fund  raisers  who  can  solicit 
from  lists  of  potential  contributors  compiled  over  the  years.  But  to  be 
realistic,  party  committees  on  the  national  and  state  levels  cannot 
organize  or  carry  off  mass  solicitation  drives;  these  must  be  accom- 
plished on  the  local  neighborhood  levels.  The  national  and  state  com- 
mittees can  initiate  and  endorse,  but  it  is  the  local  committees  which 
organize  the  fund-raising  crews  for  the  nationwide  party  drives.16 

Individual  candidates  through  their  citizens'  committees  have  often 
been  successful  in  organizing  fund  raising — even  broadly-based  fund 
raising— but  only  permanent  party  committees  can  be  prepared  to 
undertake  widespread  solicitation  on  an  annual  basis.17  The  operation 
of  both  the  Ruml  Plan  and  the  American  Heritage  Foundation-Adver- 
tising Council  campaign  attests  to  this:  in  areas  where  local  party  offi- 
cials cooperate,  the  drive  can  be  successful;  where  such  cooperation  is 
lacking,  amateurs  or  advertisers  alone  find  it  difficult  to  succeed.18 

Thus  the  dilemma  broadens.  Need  can  be  demonstrated  for  all  candi- 
dates and  committees  at  all  levels. 

But  to  help  federal  candidates  alone  is  to  risk  hurting  non-federal 
candidates. 

To  help  candidates  generally  is  to  risk  hurting  the  parties. 

To  help  parties  without  assurance  that  parties  will  in  turn  help  the 
candidates  and  candidate  committees  is  to  risk  leaving  the  candidates 
in  their  traditional  reliance  upon  large  contributors. 

To  help  the  parties  with  assurances  that  sufficient  funds  will  go  to 
candidates'  campaigns  is  to  raise  allocation  problems— and  perhaps  to 
raise  havoc  with  our  system  of  candidate-oriented  campaigning. 

To  help  the  parties  is  surely  to  hurt  independent  and  write-in 
candidates. 


16  The  effect  of  widespread  local  financing  upon  the  contrary  trend  toward  the 
"nationalizating  of  politics"  would  be  interesting  to  study. 

17  At  the  same  time,  solicitation  by  citizens'  groups  gives  an  important  outlet 
for  contributions  by  independents  who  do  not  want  to  identify  with  either  major 
party,  but  favor  particular  candidates. 

18  The  real  test  of  this  statement  will  come  in  a  presidential  year  when  local 
presidential  candidate  clubs  are  organized  for  solicitation  on  a  broad  scale. 
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In  any  case,  to  stress  candidate  and  party  committees  is  to  chance 
hurting  permanent  non-party  committees— and  this  latter  complication 
further  compounds  the  problems. 

Non-Party  and  Joint  Committees.  Such  committees  include  the  na- 
tional labor  political  action  groups,  such  as  COPE,  and  numerous  local 
labor  organizations.  Similarly  included  are  independent  groups  on  the 
national  level,  such  as  the  National  Committee  for  an  Effective  Con- 
gress, and  even  party  groups  on  the  state  or  local  level  but  endorsing 
candidates  of  other  parties— such  as  the  Liberal  Party  in  New  York.19 

Of  course,  the  national  labor  groups  receive  most  of  their  funds  from 
the  union  locals  which,  under  present  proposals,  would  qualify  for 
eligibility  as  citizens'  committees  working  in  behalf  of  federal  candi- 
dates. And  individual  contributions  made  directly  to  national  labor 
committees  or  independent  committees  would  be  eligible  so  long  as  the 
committees  endorse  candidates  for  federal  office. 

But  local  labor  committees  tend  to  endorse  many  candidates  at  all 
levels  of  government,  and  some  non-permanent  citizens'  committees 
are  organized  to  support  both  federal  and  non-federal  candidates:  wit- 
ness the  typical  Citizens  Committee  for  Rockefeller  and  Keating  in 
New  York  in  1958.  Moreover,  where  unified  fund  raising  occurs— as 
through  the  United  Republican  Finance  Committee  of  New  York,  and 
its  counterparts  throughout  the  country20— both  federal  and  non-federal 
candidates  may  draw  upon  the  same  funds.  Thus  eligibility  of  all  con- 
tributions to  such  committees  jointly  endorsing  (and  spending  money 
on)  federal  and  non-federal  candidates  will  mean  that  some  monies 
derived  from  eligible  contributions  will  go  for  expenditures  on  behalf 
of  ineligible  candidates. 

The  unfairness  of  this  condition  to  other  ineligible  candidates  who 
are  not  supported  by  joint  committees  could  lead  to  the  establishment 
of  massive  joint  committees  designed  to  bring  ineligible  candidates 
under  the  benefits  of  the  tax  incentive  indirectly.  On  the  other  hand,  to 
require  the  earmarking  of  eligible  contributions  raised  by  such  joint 
committees,  or  the  exclusive  segregating  of  endorsements  of  eligible 
candidates  through  separate  committees,  is  to  compound  the  complica- 
tion to  such  an  extent  that  litigation  testing  constitutionality  of  the  in- 
clusions and  exclusions  is  possible.  Under  these  circumstances,  demands 
for  either  extension  of  the  tax  incentive  to  all  candidates  and  commit- 
tees, or  for  its  repeal,  may  be  anticipated. 

In  the  case  of  party  committees,  it  is  clear  that  segregation  of  funds 
is  impossible;  party  committees  on  all  levels  normally  endorse  tacitly 

19  Groups  of  the  latter  kind  receive  much  of  their  funds  from  sympathizers  or 
believers  in  the  cause  they  espouse.  The  money  they  receive  tends  to  be  "emo- 
tional money,"  and  it  might  well  continue  to  be  forthcoming  even  if  not  tax-favored. 

20  Ketchum,  loc.  cit. 
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or  explicitly  party  tickets  including  both  federal  and  non-federal 
candidates.  However,  the  case  is  not  the  same  with  independent  or  non- 
party candidates.  Their  coverage  in  the  program  could  lead  to  the 
encouragement  of  splinter  groups  and  the  proliferation  of  joint  or  single 
candidate  committees  established  primarily  to  attract  contributions; 
this  would  create  greater  competition  for  qualifying  funds  and  would 
further  decentralize  the  conduct  of  candidates'  campaigns. 

On  the  other  hand,  either  the  earmarking  of  funds  or  the  segrega- 
tion of  non-party  committees  into  those  supporting  federal  and  those 
supporting  non-federal  candidates  could  help  to  isolate  amounts  of 
money  contributed  and  spent  in  specific  candidate  campaigns,  thereby 
making  clearer  disclosure  of  campaign  funds  for  federal  offices  pos- 
sible. However,  the  earmarking  of  funds  would  raise  special  problems 
of  bookkeeping  and  administration,  problems  especially  difficult  for 
amateur  volunteer  workers  to  cope  with.  And  no  provision  is  suggested 
as  yet  to  ease  the  financial  situation  of  ineligible  candidates. 

The  Ineligibles.  If  one  were  to  extend  eligibility  to  all  candidates 
and  committees  at  all  levels,  the  problem  of  disproportionate  amounts 
of  funds  going  to  some  categories  of  races  and  not  enough  going  to 
others  might  be  minimized  by  requiring  that  the  taxpayers  total  exemp- 
tion be  divided  into  several  categories  of  candidacy  or  organization. 
The  divisions  could  be  three-fold  or  two-fold,  depending  upon  the 
purposes  one  wished  to  serve. 

For  example,  there  are  three  levels  of  federal  candidacy  (presi- 
dential, senatorial  and  congressional)  and  three  levels  of  candidates 
and  party  organization  (federal,  state  and  local).  Thus  for  tax-exempt 
purposes,  no  more  than  a  $5  contribution  ($2.50  credit)  would  be  avail- 
able at  each  level.  Or  in  terms  of  a  two-fold  division,  the  total  credit 
could  be  divided  into  party  (committees  at  any  of  the  three  levels) 
and  non-party  (candidate  committees,  labor  committees,  etc.,  on  any 
level)  categories. 

Thus  an  individual  could  give  as  much  as  he  wanted  to  any  candi- 
date, but  the  credit  would  apply  only  to  the  first  $5.  This  might  give 
the  taxpayer  some  incentive  to  spread  his  money  rather  than  put  it 
all  in  one  category.  While  this  "solution'  complicates  the  credit,  it 
tends  to  minimize  the  problem  of  competition  for  available  dollars  and 
avoids  to  some  extent  the  using  up  of  the  whole  credit  at  the  first 
solicitation. 

If  one  is  not  willing  to  extend  eligibility  to  all  candidates  and  com- 
mittees at  all  levels,  the  problem  is  to  find  a  way  to  limit  the  scope  of 
the  incentive  without  damaging  the  ineligibles  by  drawing  off  funds 
normally  available  to  them.  Of  course,  under  any  circumstances,  some 
tax-exempt  money  will  filter  through  to  aid  ineligible  candidates  by 
the  movement  of  transfers  of  funds  from  committee  to  committee.  If 
some  chance  has  to  be  taken  somewhere,  the  problem  is  to  take  the 
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chance  where  the  least  damage  may  be  done  to  our  political  system. 

One  alternative  may  be  to  use  the  tax  incentive  in  such  manner  that 
a  fair  and  controlled  competition  be  set  up  between  the  eligibles  and 
ineligibles.  For  example,  it  might  be  possible  to  apply  the  tax  incentive 
to  those  national  and  statewide  candidates  or  committees  which  are 
incapable  of  door-to-door  solicitation,  thus  forcing  the  local  ones  most 
capable  of  organizing  door-to-door  solicitation  to  do  so  in  order  to  raise 
their  funds. 

In  this  context,  federal  candidates,  statewide  candidates,  national 
and  state  party  committees,  non-party  committees  without  grass  roots 
or  widespread  constituencies,  would  get  the  benefit  of  the  tax  incentive 
because  they  generally  are  less  capable  of  organizing  mass  solicitations. 
On  the  other  hand,  candidates  for  local  office,  candidates  not  needing 
large  campaign  funds,  and  local  committees,  would  not  get  the  benefit 
of  the  tax  incentive  because  they  are  relatively  more  capable  of  or- 
ganizing drives  for  small  contributions. 

Or,  a  competition  might  be  set  up  between,  on  the  one  hand,  the  per- 
manent party  or  other  committees  at  whatever  level,  and  on  the  other 
hand,  the  non-permanent  committees  and  candidates.  The  committees 
which  are  continuing,  going  concerns  have  the  advantage  of  ability  to 
maintain  lists  of  volunteer  workers,  solicitors  and  contributors,  and  in 
addition,  they  have  an  organized  network  of  precinct  leadership;  hence 
they  are  less  in  need  of  help  than  the  non-continuing  committees  and 
candidates  who  are  at  a  disadvantage  for  lack  of  both  organizational 
permanence  and  lists  of  solicitors  and  contributors. 

In  summary,  the  tax  incentive  can  be  tailored  to  fashion,  according 
to  the  purposes  one  wants  to  serve.  For  example,  the  tax  incentive  could 
be  used  as  an  instrument  to  change  political  conditions  in  one  of  the 
following  ways: 

1.  To  create  candidate  obligations  to  party  organizations  through  a 
system  of  party  allocation  of  funds  to  candidates'  campaigns.  In 
this  case,  only  party  committees  would  receive  tax-exempt  con- 
tributions; they  in  turn  would  make  grants  to  candidates,  thereby 
creating  obligations  and  perhaps  greater  party  discipline. 

2.  To  create  obligations  on  the  part  of  state  and  local  party  leaders 
to  national  leaders  through  a  system  of  party  allocations  from  the 
top  down.  In  this  case,  only  contributions  to  a  national  party 
agency  would  be  tax-exempt;  a  revamping  of  party  structure  and 
lines  of  discipline  might  result. 

3.  To  help  eradicate  the  proliferating  non-party  committees  which 
compete  with  party  committees  to  the  latter's  detriment.  In  this 
case,  responsibility  for  funds  would  be  centralized  in  the  hands  of 
the  candidate  himself  or  his  duly-appointed  agent,  as  in  Britain. 
The  effects  of  this  alternative  upon  the  traditional  appeal  to  non- 
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party  voters  and  contributors  through  the  establishment  of  citi- 
zens' committees  could  be  great  enough  to  change  our  present 
mode  of  independent  non-party  campaigning. 

A  Limitation  on  Committees.  A  simple  alternative  has  been  suggested 
by  Professor  Heard:  to  restrict  to  two  the  number  of  committees  eligible 
to  receive  tax-exempt  contributions  on  behalf  of  candidates.21  Presi- 
dential and  vice-presidential  candidates  could  choose  two  national-level 
committees  and  an  additional  two  in  each  state;  in  most  cases,  the  state 
committees  would  be  subdivisions  of  the  national-level  committees. 

If  candidates  authorized  one  party  and  one  non-party  committee,  the 
need  for  additional  non-party  campaign  committees  might  lessen,  guar- 
anteeing a  higher  degree  of  responsibility  in  fund  raising.22  But  the 
main  fault  of  the  two-committee  alternative  is  that  it  forces  candidates 
to  authorize  committees  to  act  on  their  behalf— a  task  distasteful  to 
many  politicians.  Because  candidates  normally  cannot  authorize  party 
committees  to  act  on  their  behalf  in  nomination  campaigns,  authoriza- 
tions in  such  campaigns  would  have  to  be  limited  solely  to  non-party 
committees.  How  satisfactory  this  system  would  work  in  practice  only 
a  trial  run  would  show.23 

A  paradox  results,  however,  depending  upon  who  are  the  main  bene- 
ficiaries of  the  tax  concession.  If  the  party  committees  are  to  benefit 
the  most,  the  plan  will  give  encouragement  to  state  and  local  political 
leaders  to  organize  mass  solicitations.  Yet  if  the  party  benefits  the  most, 
the  incentive  may  fail  to  achieve  its  original  purpose— to  help  relieve 
candidates  of  the  necessity  of  turning  to  large  contributors  for  cam- 
paign funds. 

On  the  other  hand,  those  plans  which  are  designed  to  benefit  the 
candidates  the  most  are  the  ones  for  which  state  and  local  committees 
leaders  are  probably  least  interested  in  helping  to  organize  solicitation 
visits  and  widespread  exhortations  for  funds. 

In  any  case,  changes  in  the  political  system  would  be  brought  about 
—for  good  or  ill  depending  upon  one's  viewpoint. 

Effects  on  the  Political  System.  Effects  would  differ  according  to 
whether  candidates  chose  party  or  non-party  committees  to  participate 

21  Heard,  op.  cit.,  p.  453.  Special  provision  would  have  to  be  made  in  the  law 
to  permit  candidates  with  joint  endorsements  to  choose  an  additional  committee. 
Thus  New  York  candidates,  for  example,  would  be  allowed  to  choose  a  Liberal 
Party  committee  in  addition  to  the  one  regular  party  and  one  citizens'  committee; 
and  candidates  with  labor  or  other  endorsement  could  be  allowed  one  such  com- 
mittee in  addition. 

22  The  purpose  of  restricting  the  number  of  committees  is  to  retain  control  over 
the  program  while  alleviating  many  aggravating  problems  of  conversion,  abuse, 
publicity,  etc.,  to  be  discussed  in  detail  later. 

23  See  the  author's  Money,  Politics  and  Public  Reporting  (Princeton:  Citizens' 
Research  Foundation,  1960),  pp.  28-31. 
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in  the  tax  program.  Widespread  solicitations  would  have  to  be 
organized.  Substantial  increases  in  the  number  of  solicitors  would  have 
certain  effects  upon  the  political  system.  Decreased  reliance  upon  large 
contributors  would  mean  decreased  reliance  upon  fund  raisers  who 
solicit  large  contributions.  The  combination  of  new  sources  of  funds 
plus  greater  volunteer  labor  would  mean  greater  political  participation 
by  both  the  donors  and  the  solicitors.  If  many  volunteer  fund  raisers 
were  drawn  from  among  those  who  already  do  volunteer  work  in  head- 
quarters or  in  the  constituency,  other  aspects  of  campaigning  might 
suffer.  Of  course,  soliciting  funds  can  be  combined  with  soliciting 
registrations  and  votes.  But  the  manpower  needs  would  be  great.  In 
some  areas,  the  slack  might  be  taken  up  from  among  the  memberships 
of  labor  and  business  groups.24 

Or  alternatively,  there  might  be  increasing  recourse  to  professional 
fund  raisers  and  professional  fund-raising  organizations.  This  latter 
situation  could  arise  if  noneligibles  decide  they  need  help  in  their 
competition  with  tax-exempt  eligibles;  or  if  eligibles  desired  to  reach 
the  widest  possible  constituency  for  the  first  contributions  in  each  year. 
It  would  open  up  a  possibility  of  excessively  disproportionate  fund- 
raising  expense  to  net  return  and  could  easily  lead  to  profiteering. 


IV.  TIME  FACTORS 

What  Years?  Exerienced  fund  raisers  say  it  is  easier  to  raise  political 
funds  in  the  quadrennial  presidential  election  years  than  in  other  elec- 
tion years  because  citizen  interest  runs  higher.  But  this  does  not  mean 
that  presidential  candidates  are  always  able  to  raise  sufficient  funds 
to  pay  their  campaign  expenses.1  Nor  does  it  mean  that  because  a 
presidential  election  is  being  held  funds  are  thereby  more  available 
to  candidates  running  at  other  levels  of  government.  For  if  presidential 
candidates  are  running,  money  may  be  drawn  off  to  where  the  greatest 
interest  lies.  If  so,  money  may  be  scarcer  at  other  levels.  And  if  a 
presidential  election  is  not  being  held,  then  the  need  for  an  incentive 
to  contribute  may  be  greater.  In  these  circumstances,  the  need  for 
campaign  money  for  federal  candidates  cannot  be  isolated  to  the 


24  See  statement  of  author  in  Senate  Select  Committee  on  Improper  Activities  in 
the  Labor  of  Management  Field,  Hearings,  86th  Cong.,  1st  Sess.,  1959,  Pt.  57, 
pp.  19908-14. 

1  The  Democratic  National  Committee  was  left  with  a  debt  of  about  $800,000 
by  the  1956  Stevenson  candidacy.  The  method  chosen  to  pay  it  off  was  by 
establishing  a  "750  Club,"  seeking  750  contributors  of  $1,000  each—  another  evi- 
dence of  the  "need"  to  turn  to  large  contributors.  See  Marquis  Childs,  "Will  Demo- 
crats Hold  Off  Sheriff?"  in  Washington  Post  and  Times  Herald,  Jan.  22,  1959. 
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presidential  level  or  year,  but  also  extends  to  senatorial  and  congres- 
sional races  every  two  years. 

Beyond  the  necessity  of  providing  for  a  tax  incentive  every  two 
years,  when  federal  elections  are  held,  determinations  of  eligibility 
can  dictate  need  for  time  extensions.  For  example,  if  special  elections 
are  to  be  covered,  then  provision  must  be  made  for  allowing  a  tax 
credit  in  odd-numbered  years.  If  non-federal  candidates  are  to  benefit 
from  the  tax  incentive,  then  a  credit  in  odd-numbered  years  is  neces- 
sary, since  many  elections  are  held  in  these  years.  If  party  committees, 
at  whatever  levels,  are  to  benefit,  the  need  for  funds  is  annual. 

In  short,  the  time  limitations  on  the  tax  incentive,  if  there  are  to  be 
any,  must  be  determined  by  the  eligibility  and  coverage  provisions  of 
the  tax  program.  Probably  an  annual  credit,  coincident  with  the  calen- 
dar and  tax  year,  offers  the  most  promise  of  fairness.2 

Campaign  or  Year-Round  Eligibility?  The  time  element  can  affect 
competition  for  funds  in  other  ways.  For  example,  eligibility  could  be 
limited  to  contributions  made  during  a  brief  campaign  period,  with 
the  advantage  of  requiring  a  definition  by  law  of  the  length  of  the 
campaign— a  goal  sought  by  many,  and  perhaps  desirable  when  cam- 
paign costs  are  high.  Limiting  eligibility  to  a  short  campaign  period, 
however,  could  intensify  rivalry  for  funds  between  candidates  and 
committees,  placing  political  fund  raising  on  a  highly  competitive  "first 
come,  first  procured"  basis.  As  it  is  now,  the  candidate  or  committee 
getting  the  early  contribution  is  pretty  much  on  top  of  the  situation. 
Under  the  tax  benefit,  there  may  be  more  urgency  in  organizing  early 
solicitation  campaigns,  but  the  element  of  competition  will  remain. 

Other  disadvantages  of  the  short  period  are  educational  and 
administrative  in  nature:  the  public  has  to  be  adequately  informed  of 
the  dates  during  which  contributions  will  be  eligible;  and  problems  of 
verification  are  increased  if  eligible  contributions  can  be  made  only 
during  specified  dates.  These  disadvantages  lead  to  the  conclusion  that 
the  credit  should  be  of  year-long  duration,  at  least  during  those  years 
in  which  eligible  candidates  run  for  office. 

Nomination  Campaigns.  The  time  problem  would  be  minimal  if 
eligibility  for  tax  benefits  could  be  limited  to  contributions  to  general 
or  special  election  campaigns.  But  since  nomination— either  at  conven- 
tion or  primary— must  precede  election,  the  first  solicitation  offering  the 


2  One  suggestion  has  been  made  that  different  maximum  amounts  of  tax  credits 
can  be  set  for  different  years;  e.g.,  $20  in  presidential  election  years,  $15  in  con- 
gressional election  years,  and  $5  in  off  years.  Peters,  op.  cit.,  431,  quoting  from 
testimony  of  Walter  P.  Reuther.  The  staggering  of  amounts  not  only  creates  admin- 
istrative difficulties  but  also  encounters  similar  problems  to  those  of  eligibility,  in 
according  greater  weight,  and  thereby  greater  advantages,  to  certain  political  needs 
for  money  over  others. 
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tax  incentive  could  siphon  off  significant  proportions  of  available  politi- 
cal funds,  draining  the  well  dry  for  the  subsequent  general  election. 

Large  amounts  of  money— often  difficult  to  raise— are  spent  in  cam- 
paigns for  nomination,  whether  they  are  preliminaries  to  choose  candi- 
dates for  the  conclusive  general  election  or  are  finals  tantamount  to 
election.3  Funds  from  successful  nomination  campaigns  are  often 
carried  over  into  general  election  campaigns,  making  their  separation 
for  tax  purposes  difficult.  And  some  contributors  might  prefer  to  divide 
their  contributions  between  each  campaign  and  claim  the  total  com- 
bined amount  for  credit  up  to  the  maximum.  Thus  inclusion  of  con- 
tributions to  nomination  and  primary  campaigns  in  the  tax  program 
would  seem  to  enhance  the  voluntary  nature  of  the  tax  program,  give 
the  citizen  the  widest  possible  choice  as  to  when  and  how  he  will  par- 
ticipate politically,  and  assure  equal  benefit  to  those  states  where  pri- 
mary elections  are  the  crucial  ones.  In  addition,  money  may  be  a 
determinative  factor  in  the  selection  of  nominees,  so  a  tax  benefit  for 
candidates  for  nomination  may  help  to  reduce  the  importance  of  that 
factor  in  their  selection. 

At  the  same  time,  the  risk  of  premature  inducement  of  funds  remains. 
If  any  limitation  on  tax-exemption  for  contributions  to  nomination 
campaigns  is  thought  desirable,  it  could  be  required  that  not  more  than 
one-half  of  the  annual  tax  credit  would  be  allowed  for  nomination  con- 
tributions. This  would  have  the  purpose  of  preventing  the  exhaustion 
of  available  funds  at  primaries  but  still  leaving  incentive  for  contribu- 
tions to  the  general  election  that  follows. 

But  if  such  a  provision  were  made,  it  would  leave  candidates  in  pri- 
mary run-offs  without  a  tax  incentive  when  soliciting  funds.  This  con- 
sideration, plus  the  fact  that  exemption-splitting  would  be  inequitable 
to  candidates  running  in  states  where  nomination  is  tantamount  to  elec- 
tion, would  seem  to  make  it  undesirable  to  limit  the  exemption — even 
if  desired  to  prevent  saturation  solicitation. 

Choosing  Delegates.  At  some  primary  elections,  candidates  are  not 
chosen,  but  slates  of  delegates  who  will  later  choose  the  actual  candi- 
dates are  chosen.  These  are  preference  primaries;  the  presidential 
primaries  are  of  this  character.  Since  much  money  may  be  spent  in 
preferential  primaries,  especially  in  presidential  ones,4  the  question 


3  A  House  Committee  showed  that  in  1950  more  "reported"  money  was  spent  in 
the  primaries  than  in  the  general  elections  in  more  than  180  of  the  435  Congres- 
sional districts.  House  Special  Committee  to  Investigate  Campaign  Expenditures, 
Report  Number  3252,  81st  Cong.,  2nd  Sess.,  1951,  pp.  21-22. 

4  Walter  H.  Williams,  Chairman  of  the  Citizens  for  Eisenhower  in  1952,  re- 
ported that  his  organization  alone  spent  $1.2  million  before  the  Republican  Na- 
tional Convention,  not  including  money  spent  by  state  and  local  citizens'  groups  on 
Eisenhower's  behalf  before  the  Convention.  Much  of  the  money  was  spent  in  state 
presidential  preference  primaries.  New  York  Times,  Dec.  14,  1952. 
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arises  as  to  whether  or  not  these  should  qualify.  Perhaps  the  answer  lies 
in  treating  presidential  and  other  preference  primaries  in  another  man- 
ner. For  it  would  be  undesirable  to  include  benefits  for  all  the  local  and 
congressional  district  primaries  that  are  held  for  the  express  purpose 
not  of  choosing  candidates  but  of  choosing  delegates  who  in  turn  will  at 
conventions  choose  the  candidates  to  run  for  office. 

Candidacies.  Candidates  are  nominated  by  party  processes  and  are 
accredited  by  state  processes.  However,  candidates  themselves  deter- 
mine when  their  campaigns  begin  and  end.  Campaigns  for  federal  office 
often  begin  a  year  or  more  prior  to  actual  nomination  or  election. 
Whether  or  not  a  candidate  is  successful,  he  may  not  consider  that  his 
campaign  has  officially  ended  until  his  campaign  debts  are  fully  paid. 
In  many  cases,  then,  campaigns  begin  in  the  calendar  year  before  the 
actual  election  and  may  not  end  until  sometime  in  the  calendar  year 
following  the  election. 

The  Beginning  of  the  Campaign.  As  to  the  beginning  of  a  campaign, 
logic  would  have  it  that  while  the  candidate  might  declare  his  candidacy 
prior  to  the  year  of  the  election,  qualifying  contributions  can  be  made 
no  earlier  than  January  1  of  the  election  year.  Otherwise  candidates 
could  build  up  huge  funds  over  the  years  by  collecting  small  contribu- 
tions in  each  of  several  prior  years,  with  contributions  for  each  year 
eligible  for  a  separate  tax  benefit.  Clearly,  the  tax  benefit  should  be 
limited  to  prevent  the  amassing  of  such  slush  funds. 

The  Campaign  End.  As  to  the  official  end  of  a  campaign,  the  general 
election  is  always  over  early  in  November.  If  a  large  campaign  debt 
remains,  a  solicitation  can  be  planned  for  early  in  the  next  year.  This  is 
only  several  months  after  the  election,  when  the  campaign  may  still  be 
fresh  in  the  citizen's  mind,  and  yet  a  new  appeal  can  be  made  in  terms 
of  a  tax  incentive  for  the  new  calendar  and  tax  year.  Thus  after  January 
1,  the  funds  collected  to  pay  off  campaign  debts  would  be  eligible  for 
tax  credit  in  the  following  year.  Thus  it  seems  reasonable  that  once  a 
campaign  committee  has  eligibility,  such  eligibility  should  be  allowed 
so  long  as  the  committee  remains  in  debt  from  bills  incurred  prior  to  the 
election  date. 

However,  non-party  committees  might  be  tempted  to  continue  in 
existence  as  rivals  to  party  committees  if  there  is  no  terminal  date  for 
eligibility  of  contributions  to  a  given  campaign.  Some  rule  such  as  the 
following  may  suffice:  for  other  than  party  committees,  eligibility  for 
tax  benefit  for  political  contributions  can  extend  not  more  than  six 
months  into  the  following  year.  This  gives  time  for  a  new  solicitation, 
but  it  avoids  building  up  slush  funds  or  giving  quasi-permanent  status 
to  committees  that  are  established  for  temporary  election  purposes. 

Primaries.  In  the  case  of  primary  elections,  unless  there  is  a  close-off 
date  for  eligibility  of  contributions,  there  will  be  a  tendency  for  com- 
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mittees  to  overlap  and  carry  into  the  general  election  campaigns— thus 
complicating  the  disclosure  problem  of  separating  nomination  from 
general  election  funds.  However,  there  appears  to  be  no  practical 
remedy— aside  from  exemption-splitting— since  primary  elections  are 
normally  timed  just  prior  to  the  start  of  general  election  campaigns  and 
the  two  often  dovetail.  Moreover,  the  lack  of  uniformity  in  state  nomi- 
nation dates  makes  the  administrative  task  of  separating  nomination 
from  general  election  contribution  claims  difficult.  Both  the  authoriza- 
tion and  cut-off  problems  are  minimized  for  the  successful  candidate  if 
the  same  non-party  committees  working  in  behalf  of  his  nomination 
continue  to  work  in  behalf  of  his  election. 


V.  RECEIPT  AND  STAMP  PLANS 

Under  present  tax  laws,  deductions  require  no  special  verification. 
Whether  for  charitable  or  educational  gifts,  or  for  dividends,  the  tax- 
payer's word  is  taken;  he  then  has  to  have  credible  evidence  when  and 
if  his  return  is  audited.  Extending  this  same  kind  of  treatment  to  politi- 
cal credits  would  have  the  advantages  of  tradition  and  simplicity.  But 
there  are  two  reasons  why  under  most  conditions  evidence  (either  a 
receipt  or  a  special  stamp)1  must  be  attached  to  the  tax  form,  just  as 
the  W-2  wage  or  salary  form  is  now  required. 

First,  we  are  dealing  with  a  tax  credit,  not  a  deduction.  The  credit, 
as  has  been  noted,  is  a  mass  tax  procedure  that  can  be  claimed  regard- 
less of  whether  the  person  filing  the  income  return  itemizes  his  deduc- 
tions or  takes  the  standard  deduction.  The  credit  is  for  an  absolute 
amount  to  be  subtracted  from  tax  liability,  not  for  a  deduction  from 
gross  income  to  determine  net  income.  This  in  itself  gives  a  unique 
quality  to  the  political  credit. 

But  the  uniqueness  of  the  political  credit  is  established  not  only  by 
the  fact  that  it  is  a  credit,  but  also  by  the  fact  that  it  is  political  in 
nature.  As  a  political  device,  it  is  subject  to  certain  abuses,  as  this  sec- 
tion will  show.  Unless  the  sale  and  distribution  of  the  tax  credit  is 
strictly  controlled,  proper  verification  of  claims  to  accompany  tax 
returns  should  be  required.2 

Simple  Receipt  Plan 

The  most  effective  manner  of  solicitation— personal  contact— also 

affords  opportunity  for  the  simplest  manner  of  verification:  the  written 

receipt.  As  under  present  practice,  the  solicitor,  upon  receiving  the 

donation,  would  enter  the  name  and  address  of  the  contributor,  and  the 


1  This  and  the  following  sections  draw  heavily  upon  ideas  suggested  in  the  works 
of  Professors  Peters  and  Surrey.  See  above,  note  24,  p.  14. 

2  One  exception  is  discussed  in  "Conclusion  and  Summary"  below. 
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date  and  amount  of  the  contribution  on  a  uniform  receipt  form.  Instead 
of  the  usual  original  receipt  and  one  copy— one  for  the  donor,  one  for 
the  donee— an  original  and  two  copies  would  be  made  out.  The  con- 
tributor would  keep  two  copies,  one  for  his  records  and  one  to  affix  to 
his  tax  form,  and  the  solicitor  would  keep  one  in  the  receipt  book  which 
is  then  turned  over  to  the  political  beneficiary,  i.e.,  the  candidate  or 
committee. 

The  receipt  method  has  much  to  commend  it.  It  is  simple  and  under- 
standable; it  permits  solicitation  at  homes,  businesses  and  political 
functions.  Uniform  receipts  can  be  provided  for  use  by  all  candidates 
and  committees,  so  that  the  Internal  Revenue  Service  does  not  have  to 
cope  with  the  attachment  to  tax  forms  of  many  different  sized  and 
shaped  receipts. 

Abuses.  However,  this  simple  receipt  method  can  be  abused  in  several 
ways.  Since  receipts  have  value  up  to  the  maximum  tax  benefit,  they 
can  be  handed  out  free  or  at  a  discount  and  then  claimed  for  half  of  the 
full  value,  or  up  to  $10  by  the  taxpayer.  This  is  tantamount  to  vote- 
buying,  which  is  otherwise  prohibited  under  federal  law.  But  it  offers 
two  possibilities  for  abuse  more  tempting  than  direct  vote-buying, 
because  in  neither  instance  would  it  cost  the  candidate  or  committee 
doing  the  "bribing"  any  money. 

1.  One  possibility  for  abuse  is  to  pass  out  a  receipt  to  a  taxpayer 
without  receiving  a  contribution  in  return;  then  the  stub  or  the  copy  of 
the  receipt  meant  to  be  retained  for  the  records  of  the  political  bene- 
ficiary could  be  destroyed.  This  way  the  taxpayer  would  have  evidence 
that  he  had  made  a  contribution  when  he  actually  had  not;  he  could 
present  his  claim  for  a  tax  credit  for  half  the  stated  amount  of  up  to  $20 
which  the  government  would  honor  so  long  as  the  receipt  appeared 
valid.  Thus  the  government  would  lose  $10  in  revenue  while  the  candi- 
date or  committee  at  no  cost  either  "bribed"  a  voter  or  rewarded  a  loyal 
worker. 

If  serialized  receipts  were  used  and  numbers  on  tax  claims  checked 
against  campaign  finance  reports  of  contributions  to  the  stated  political 
beneficiaries,  this  practice  could  probably  be  controlled.  With  serialized 
receipt  books,  however,  the  government  would  have  to  keep  track  of 
numbers  on  receipt  books  sent  to  thousands  of  participating  candidates 
and  committees;  this  need  for  strict  accounting,  plus  the  accompanying 
need  to  check  individual  claims  against  candidate  and  committee  cam- 
paign finance  reports,  would  make  the  whole  process  cumbersome  and 
expensive. 

2.  The  second  possibility  for  abuse  would  be  to  enter,  say,  a  single 
$1,000  contribution— which  presumably  would  still  be  permitted 
despite  the  tax  credit— as  fifty  separate  contributions  of  $20  each,  listing 
fifty  different  names  and  addresses.  In  this  situation,  the  candidate  or 
committee  would  retain  the  $1,000  as  well  as  the  thanks  (and  probably 
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votes )  of  fifty  taxpayers  who  would  receive  tax  credits  for  alleged  con- 
tributions for  which  they  made  no  monetary  outlay;  even  the  donor  of 
the  $1,000  could  benefit  by  not  being  listed  as  a  large  contributor  on  the 
campaign  finance  statement  of  the  political  beneficiary. 

There  are  obvious  precautions  against  these  abuses.  For  one,  a  law 
could  be  enacted  to  provide  severe  penalties  for  both  the  perpetrator 
and  the  claimant.  Of  course,  the  means  for  discovering  collusion 
between  taxpayer  and  political  beneficiary  would  be  illusive  so  long  as 
the  transaction  could  be  accomplished  with  cash.  The  requirement  of 
cancelled  checks  to  accompany  the  tax  claim  as  evidence  of  a  contribu- 
tion would  not  preclude  the  prior  advancing  of  the  cash  equivalent  of 
the  amount  of  the  check;  moreover,  this  requirement  would  discrimi- 
nate against  those  who  preferred  to  use  cash  or  did  not  have  checking 
accounts. 

On  the  other  hand,  widespread  fraud  requires  widespread  collusion, 
and  for  these  and  other  abuses  to  be  mentioned  subsequently,  the  extent 
of  undiscovered  fraud  would  depend  upon  the  extent  to  which  the 
persons  involved  would  remain  silent. 

Neither  the  requirement  of  a  cancellation  by  special  rubber  stamp, 
nor  of  signatures  or  counter-signatures,  would  remove  the  possibility  of 
abuse.  The  swearing  or  notarizing  of  each  signature,  while  perhaps 
increasing  the  risk  if  one  is  caught,  also  complicates  the  tax  credit  and 
lessens  the  incentive  to  contribute.  Nor  would  the  method  of  using 
bipartisan  solicitation  teams  prevent  the  prior  payment  of  cash.3  In 
these  circumstances  there  is  doubt  that  a  simple  receipt  plan  would 
work,  and  even  greater  doubt  that  the  Congress  would  enact  a  tax 
benefit  so  subject  to  abuse. 

Anonymity.  In  addition,  the  simple  receipt  plan  has  been  criticized 
for  failing  to  hide  the  identity  of  the  candidate  or  committee  receiving 
the  gift.  Anonymity  for  contributors  is  in  keeping  with  secrecy  of  the 
ballot,  and  the  suggestion  for  nondisclosure  is  designed  to  induce  con- 
tributions from  those  individuals  who  refuse  to  affiliate  in  any  manner 
with  any  political  party  or  who  decline  to  publicly  support  political 
candidates.4  The  problem  arises  if  there  is  need  for  the  Internal  Revenue 

3  For  an  account  of  a  bipartisan  fund-raising  campaign  in  Alexandria,  Minnesota, 
see  John  C.  Obert,  "An  Experiment  in  Campaign  Financing,"  New  Republic,  June 
25,  1956,  pp.  7-8.  Although  the  experiment  was  considered  to  be  successful,  its 
application  on  a  large  scale,  especially  in  heavily-populated  urban  areas,  is  open 
to  question. 

4  The  maintenance  of  anonymity  may  seem  to  conflict  with  the  principles  of  dis- 
closure and  publicity  of  the  sources  of  campaign  funds.  Actually,  contributions 
under  $100  are  not  required  to  be  listed  in  federal  campaign  finance  reports.  To 
require  individual  listings  for  all  contributions  would  make  more  work  for  those 
reporting  and  more  difficult  the  ascertainment  of  large  contributors.  See  the  au- 
thor's Money,  Politics  and  Public  Reporting,  pp.  51-52. 
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Service  to  be  satisfied  that  the  person  making  the  tax  claim  has  indeed 
made  the  contribution.  Hence  either  the  tax  form  or  the  contribution 
receipt  should  show  to  whom  the  contribution  has  been  made.  While 
individual  tax  information  is  respected  by  the  Internal  Revenue  Service, 
some  individuals  might  be  unwilling  to  divulge  to  tax  officials  who  were 
the  recipients  of  their  contributions,  although  they  would  be  willing  to 
let  the  officials  know  that  they  had  contributed. 

Several  remedies  might  preserve  anonymity  yet  maintain  the  integrity 
of  the  receipt.  First,  checks  could  be  made  payable  to  some  independent 
agency,  such  as  the  American  Heritage  Foundation  or  to  a  special 
account — perhaps  the  Political  Contributions  Account  of  the  United 
States  Government.  The  receipt  to  be  used  as  a  tax  claim  would  only 
state  as  beneficiary  the  independent  agency.  The  check  could  be  ear- 
marked for  a  party  but  distributed  through  the  independent  agency, 
thus  preserving  nondisclosure  to  tax  officials.  Or  the  independent 
agency  could  distribute  the  money  on  an  allocation  basis  to  the  parties.5 
Perhaps  a  simpler  remedy  would  be  to  omit  the  name  of  the  donee  on 
the  part  of  the  receipt  that  is  attached  to  the  tax  form,  but  retain  the 
name  on  the  other  parts  of  the  receipt. 

Simple  Stamp  Plan 

It  has  been  suggested  that  the  difficulties  posed  by  a  receipt  plan  may 
be  avoided  by  a  stamp  plan.  In  its  simplest  form,  the  citizen  makes  a 
contribution  at  a  post  office  where  he  can  buy  a  special  three-part  stamp 
—either  perforated  or  triplicated.  The  contributor  keeps  one  part  for 
his  records,  saves  another  part  to  affix  to  his  tax  return  as  evidence  of 
his  contribution,  and  gives  the  third  part  to  the  political  beneficiary. 
The  holder  of  the  third  part— the  candidate  or  committee— then 
exchanges  the  donated  stamps  for  their  monetary  value. 

The  only  payment  under  this  plan  is  at  the  post  office.  In  every  case 
there  would  be  confidence  that  the  face  value  of  the  stamp  had  been 
paid.  Since  the  identity  of  the  political  beneficiary  would  not  be  shown 
on  any  part  of  the  stamp,  the  taxpayer  could  not  be  identified  with  any 
candidate  or  party;  even  the  donee  need  not  know  the  identity  of  the 
donor  who  could  send  the  stamp  in  an  envelope  without  name  or  return 
address.  Moreover,  the  stamps  could  be  made  available  in  several 
denominations  ranging  from  $1  to  $20.  Thus  the  contributor  could  buy 
the  stamp  that  fit  his  pocketbook. 

Another  feature  of  political  contribution  stamps  is  that  the  number 
sold  can  be  controlled,  thus  setting  a  limit  on  the  total  amounts  that  can 
be  derived  from  the  plan.  Or,  if  too  much  money  was  being  raised,  the 

5  In  the  Alexandria  experiment,  the  undesignated  contributions  were  divided 
into  three  equal  parts:  one-third  for  presidential  candidates,  one-third  for  con- 
gressional candidates,  and  one-third  for  gubernatorial  candidates.  At  each  level,  the 
money  was  divided  in  the  same  proportion  as  the  votes  cast  for  the  parties  at  the 
previous  election. 
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government  could  redeem  the  stamps  offered  for  exchange  by  donees 
at  a  fraction  of  the  face  amount.  The  difficulties  in  either  case  are 
apparent. 

Defects.  First,  the  power  of  government  to  control  the  stamps  is  sub- 
ject to  political  abuse  by  the  party  in  power,  unless  carefully  circum- 
scribed in  the  law.  Second,  controlling  the  number  of  stamps  available 
would  not  necessarily  be  fair  to  all  candidates.  Thus  if  large  numbers 
were  bought  up  for  contributions  to  certain  candidates  early  in  the 
campaign,  none  would  be  left  for  other  candidates  later  in  the  cam- 
paign. Further,  if  government  were  to  redeem  stamps  at  only  a  fraction 
of  the  face  amount,  there  would  be  a  problem  of  disposing  of  the  excess 
funds. 

The  simple  stamp  plan  has  other  defects.  Since  the  stamps  could  be 
sold  only  at  post  offices,  only  highly  motivated  persons  might  go  out  of 
their  way  to  buy  them.  The  psychological  moment  to  secure  a  contribu- 
tion is  at  the  solicitation  or  political  function,  not  after  enthusiasm 
might  wane.  It  is  possible,  of  course,  to  set  up  solicitation  booths 
manned  by  volunteers— as  charities  sometimes  do— but  this  method  is 
limited  by  the  number  of  persons  who  frequent  post  offices.  Banks  might 
agree  to  be  vending  agencies  also,  just  as  they  sell  government  savings 
bonds. 

In  fact,  there  are  many  suitable  locations  for  booths— in  movie  and 
hotel  lobbies,  in  public  buildings,  at  street  corners— wherever  people 
congregate.  But  to  set  up  additional  booths  or  centers  for  dispensing 
stamps  is  to  increase  the  problems  of  control  over  sale  of  the  stamps 
and  to  decrease  confidence  that  abuses  are  not  occurring.  The  beauty 
of  the  post  office  as  the  exclusive  vending  agency  lies  in  the  high  degree 
of  confidence  that  improper  usages  will  not  occur.6  If  the  post  office 
was  permitted  by  law  to  man  sales  points  outside  of  the  post  office 
building,  precautions  against  partisanship  and  partiality  would  have  to 
be  taken. 

Sale  by  Employers.  Another  logical  location  for  dispensing  stamps 
would  be  at  places  of  employment.  Employers  now  deduct  from  salaries 
and  wages  for  the  sale  of  United  States  government  bonds  on  written 
order  of  the  employee.  Employers  also  deduct  union  dues  by  checkoff, 
and  some  make  charitable  contributions  for  employees  through  payroll 
deductions.  Thus  employers,  especially  the  larger  ones,  could  do  the 
same  for  political  contribution  stamps.  In  fact,  payroll  deduction  affords 
a  suitable  method  for  collecting  political  contributions  whether  a  receipt 
or  a  stamp  plan  is  adopted— so  long  as  non-partisanship  is  maintained. 

6  The  use  of  machines  that  vend  life  insurance  at  airports  comes  to  mind  as  a 
means  of  unattended  solicitations  at  various  locations.  Unlike  postage  stamp  ma- 
chines which  take  coins,  it  is  difficult  to  see  how  dollar  denominations  could  be 
received.  The  alternative  of  making  application  for  stamps  through  the  mail  as  a 
way  of  avoiding  trips  to  the  post  office  raises  questions  of  motivation  for  contribu- 
tors and  of  high  fund-raising  costs. 
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Payroll  deduction  has  the  advantage  of  being,  almost  painless  for  the 
employee  since  it  is  automatic  and  his  hands  never  touch  the  deducted 
sums.  Moreover,  the  deductions  can  be  spread  out  over  several  months, 
again  reducing  the  effect  of  the  outlay;  this  method  could  also  be  used 
to  spread  out  the  payment  of  annual  political  party  dues.7 

Under  the  political  stamp  plan,  the  first  procedure  would  be  to  pro- 
vide employees  with  blank  forms  to  be  filled  out  as  orders  for  stamps. 
Then  the  employer  would  merely  deduct  the  amount  of  the  ordered 
stamp  from  the  employee's  paycheck,  purchase  it  from  the  government 
through  post  offices  or  banks,  and  enclose  it  in  the  employee's  pay 
envelope  for  him  to  use  as  he  sees  fit. 

Sale  by  Candidates  and  Committees.  A  suggested  alternative  has 
been  to  sell  stamps  to  the  candidates  or  parties,  who  in  turn  can  provide 
them  to  door-to-door  canvassers.  Under  this  plan,  stamps  could  be  sold 
to  candidates  and  committees  either  at  cost  of  production  or  at  face 
value.  However,  serious  problems  arise.  The  first  is  that  the  candidates 
and  parties  most  in  need  of  financial  help  would  not  have  the  money  to 
buy  stamps  for  resale.  Unless  automatic  loans  could  be  arranged— at 
local  banks,  through  a  government  agency  or  by  government  guarantees 
—this  method  might  fail.  Further,  the  risks  to  party  leaders  and  candi- 
dates in  assuming  responsibility  for  large  blocs  of  stamps  distributed  to 
large  numbers  of  fund  raisers,  could  well  be  greater  than  the  possible 
benefits. 

Abuses.  The  sale  of  stamps  to  political  beneficiaries,  however, 
heightens  the  danger  of  abuse  by  providing  the  means  for  free  distribu- 
tion or  sale  of  stamps  at  a  discount.  For  if  stamps  could  be  bought  by 
political  beneficiaries  at  their  cost  of  production  for  resale  at  full  value, 
with  the  political  beneficiary  theoretically  pocketing  the  difference  to 
pay  campaign  expenses,  then  the  sale  of  stamps  at  a  discount  could 
occur.  Buyers  could  then  make  tax  claims  for  half  the  amount  of  the  full 
value  of  the  stamp.  If  stamps  had  to  be  bought  at  full  value,  then  the 
candidates  and  committees  would  only  regain  their  outlays  by  reselling 
them  to  contributors  at  the  price  they  paid  for  them;  only  after  being 
sold  to  a  contributor  and  then  resold  or  converted  back  into  cash  at 
the  post  office  would  the  candidate  or  committee  benefit  from  the 
contributor. 

If  stamps  were  merely  charged  out  to  the  candidates  and  committees, 
or  were  lent  for  parties  to  sell  with  unused  quantities  to  be  returned, 
the  same  abuses  of  the  free  distribution  or  sale  at  a  discount  could  occur. 
Moreover,  in  this  case  stamps  would  have  to  be  numbered  or  serialized 

7  Senator  Thruston  B.  Morton,  while  Chairman  of  the  Republican  National  Com- 
mittee, opposed  payroll  checkoff  for  political  contributions  on  the  grounds  that 
making  a  contribution  would  be  so  painless  as  to  decrease  interest  in  the  parties 
at  the  grass  roots.  Congressional  Record,  Vol.  106,  86th  Cong.,  2nd  Sess.,  (1960), 
p.  1056.  Of  course,  there  is  a  great  deal  that  can  be  said  in  favor  of  painless  giving. 

42 


and  complete  and  accurate  accounting  made  for  all  those  sold  and  all 
those  returned  unsold.  In  these  circumstances,  the  bookkeeping  prob- 
lems and  costs  would  be  large,  and  it  is  unrealistic  to  expect  political 
leaders  to  assume  responsibility  for  large  blocs  of  stamps  in  the  hands 
of  volunteer  solicitors. 

Transfers.  However  vended,  the  simple  stamp  gives  rise  to  still 
another  abuse.  Suppose  an  affluent  senator  or  a  congressman  with  suffi- 
cient funds  in  his  campaign  chest  continues  to  receive  large  amounts 
of  contributions  in  the  form  of  stamps.  If  the  stamps  are  uniform  in 
appearance,  then  they  are  readily  transferable.  The  candidate  or  com- 
mittee not  needing  the  cash  equivalent  of  the  stamps  could  pass  them 
on  to  other  candidates,  even  outside  their  states,  who  are  eligible  to 
obtain  cash  payments  for  them,  or  could  cash  them  and  then  pass  on 
the  cash.  The  funds  thus  could  be  transferred  in  cash  form  to  candi- 
dates not  entitled  to  redeem  stamps,  or  they  could  be  transferred 
uncashed  to  eligible  candidates— in  the  latter  case,  without  any  need 
to  account  for  the  transfer  of  funds  in  their  campaign  finance  reports. 

In  the  case  of  any  such  transfer,  the  wishes  of  the  individual  con- 
tributor would  be  denied  because  he  had  contributed  in  good  faith 
to  the  candidate  of  his  choice.  But  once  he  sends  an  unmarked  stamp 
(or  cash)  to  a  political  headquarters,  he  loses  control  over  its  use  or 
redemption.  The  stamps  would  also  be  transferable  for  private  giving— 
as  Christmas  gifts,  for  birthdays,  etc.— just  as  U.  S.  bonds  are  given 
as  gifts. 

Political  committees  transfer  funds  at  will  now,  and  they  could  not 
be  prevented  from  doing  so  under  a  tax  benefit  program.  Free  transfers 
before  conversion  into  cash  could  be  averted,  however,  if  at  least  one 
part  of  the  stamp— the  part  that  is  forwarded  to  the  political  beneficiary 
—contained  a  blank  space  to  be  filled  in  by  the  donor  in  ink  indicating 
for  whom  the  contribution  was  intended.  With  this  precaution,  the 
stamp  could  not  be  transferred  but  could  be  redeemed  only  by  the 
agent  of  the  candidate  or  committee  named.  This  system  provides  a 
key  control  point— the  redemption  station— because  necessarily  papers 
stating  numbers  of  stamps  and  amounts  would  have  to  be  signed  when- 
ever stamps  were  redeemed.  These  papers  then  could  be  made  public 
— either  at  the  time  of  redemption  or  could  be  attached  to  campaign 
finance  reports— ensuring  full  disclosure  of  the  total  amount  received 
in  stamps  and  the  number  of  stamps  received. 

Conversion.  The  conversion  of  political  contribution  stamps  into  cash 
presents  another  problem.8  Post  offices,  as  the  most  widely  scattered 

8  However  the  political  contribution  stamps  were  to  be  dispensed— whether  at 
post  offices,  banks,  or  through  payroll  deductions— they  would  have  to  be  produced 
at  U.  S.  Government  mints.  Otherwise  their  highly  negotiable  character  and  the 
ease  of  duplicating  untreated  paper  forms,  makes  political  stamps  subject  to  abuse 
and  counterfeiting. 
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agencies,  could  be  available;  similarly,  district  or  local  offices  of  the 
Internal  Revenue  Service  might  be  available.  District  offices  of  the 
Federal  Reserve  System  might  be  other  agencies.  Private  banks  which 
are  members  of  national  systems,  such  as  Federal  Reserve  or  Federal 
Deposit  Insurance  Corporation,  might  also  cooperate.9 

In  any  case,  such  offices  are  not  always  open  when  funds  may  be 
required;  this  can  be  a  serious  problem  when  cash  is  needed  for  a 
weekend  TV  show  which  cannot  be  broadcast  without  prior  payment 
of  costs.  Second,  government  agencies  or  banks  would  need  to  have 
on  hand  large  amounts  of  cash,  or  their  officials  would  have  to  be 
authorized  to  issue  government  checks  or  their  equivalent  in  return 
for  the  stamps.  Third,  if  private  banks  cooperated,  they  could  not  very 
well  be  held  responsible  if  counterfeit  stamps  turned  up,  or  if  some 
other  abuse  occurred  which  made  the  stamps  non-negotiable. 

If,  as  has  been  suggested,  each  candidate  were  to  authorize  only 
two  or  so  committees  to  receive  his  tax-exempt  contributions,  the 
problems  of  conversion  could  be  kept  to  a  minimum.  Except  for  presi- 
dential candidates,  who  would  also  need  a  national  agency,  one  post 
office  or  one  bank  in  each  state  would  normally  suffice  to  convert  the 
stamps  for  the  candidate  or  his  authorized  committee(s).  And  that 
conversion  agency  could  have  ample  supplies  of  funds  and  information 
to  meet  all  possible  needs. 

But  if  the  candidates  and  committees  bought  the  stamps  from 
the  government  at  cost  or  at  full  value,  they  could  distribute  them 
free  of  charge  and  still  gain  in  the  transaction.  Thus  the  two  parts  of 
the  stamp  the  taxpayer  needed— the  one  for  his  records  and  the  other 
to  affix  to  his  tax  form— could  be  distributed  free  and  the  third  part— the 
one  to  be  used  for  redemption  by  the  candidate  or  committee— retained, 
taken  to  the  redemption  agency  and  redeemed  at  full  value.  In  this 
process,  the  candidate  or  committee  would  gain  the  full  value  of  the 
stamp,  the  taxpayer  would  have  a  valid  stamp  to  use  as  a  tax  claim, 
and  the  government  would  be  out  an  amount  equal  to  half  the  full 
value  of  the  stamp,  i.e.,  the  amount  up  to  $10  given  as  a  credit  to  the 
taxpayer.  Thus  the  simple  stamp  plan  actually  does  not  avert  the 
dangers  of  abuse  attributed  to  the  receipt  plan. 

Summary.  Possible  abuses  of  the  simple  stamp  plans  make  it  clear 
that  they  would  work  only  under  certain  conditions.  To  summarize 
these  conditions: 

1.  Stamps  can  be  sold  only  at  controlled  points,  perhaps  only  at 
post  offices. 


9  One  other  possibility  exists— for  the  government  to  start  a  balance  in  behalf 
of  a  candidate  when  he  redeems  his  stamps.  In  this  way,  the  government  would 
not  have  to  pay  the  candidate  or  committee  the  money  directly  for  him  to  use  as 
he  sees  fit,  but  could  pay  certain  bills  for  him  from  his  balance  as  he  demands. 
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2.  Stamps  can  be  sold  only  at  full  value. 

3.  Stamps  can  be  sold  one  or  several  to  a  customer  but  in  denomi- 
nations up  to  no  more  than  twice  the  amount  of  the  maximum 
legal  credit. 

4.  The  name  of  the  politicial  beneficiary  must  be  written  in  ink  on 
the  part  of  each  stamp  that  the  donee  receives,  before  redemption 
is  permitted. 

5.  Accurate  and  precise  accounting  of  total  numbers  of  stamps 
received  and  total  amounts  of  their  value  must  be  assured  at  the 

redemption  agency. 

6.  Copies  of  the  conversion  papers  must  be  attached  to  the  campaign 
finance  reports  of  the  political  beneficiaries. 

These  conditions  and  safeguards  raise  questions  of  practicality  and 
desirability.  Suggestions  for  implementing  a  tax  benefit  have  not  been 
exhausted,  however,  as  the  apportionment  and  postal  money  order 
plans  in  the  following  sections  will  show. 


VI.  APPORTIONMENT  PLANS 

In  analysing  all  the  foregoing  plans,  two  major  possibilities  of  abuse 
have  been  evident.  The  first  has  been  that  stamps  or  receipts  can  be 
distributed  free  or  at  a  discount  unless  restrictive  controls  upon  stamp 
or  receipt  books  and  sales  are  introduced.  Given  some  such  control, 
such  as  sale  of  stamps  only  at  post  offices,  we  can  suggest  ways  of  over- 
coming the  second  abuse. 

That  abuse  has  been  that  candidates  or  committees  could  advance 
the  funds  for  individuals  to  buy  stamps  at  no  cost  since  the  full  value 
of  the  contribution  would  be  returned  to  the  "briber."  One  way  of  over- 
coming this  defect  is  to  follow  the  apportionment  principle,  according 
to  which  the  intended  political  beneficiary  can  never  receive  the  full 
value  of  the  contribution.  This  principle  makes  it  necessary  to  shift 
some  of  the  emphasis  of  the  tax  benefit  and  raises  incentive,  apportion- 
ment and  management  problems.  It  also  raises  questions  as  to  the  neces- 
sity or  desirability  of  going  through  the  elaborate  procedures  to  be 
outlined  in  this  section,  and  thereby  making  impossible  the  designation 
of  a  single  candidate  or  committee  as  a  beneficiary  of  a  tax-favored 
contribution.  Nevertheless,  various  apportionment  plans  are  worth  ex- 
ploring because  of  advantages  in  solving  possible  abuses  and  allaying 
problems  of  competition  and  eligibility.1 


1  One  national  party  chairman,  Paul  Butler,  has  testified  in  regard  to  the  possi- 
bility of  a  mass,  party-centered  solicitation  with  apportionment,  apparently  by  party 
agreement,  in  Davis  Committee,  Hearings,  pp.  7-9. 
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A  National  Party  Agency 

The  various  plans  under  this  principle  all  require  the  establishment 
of  a  national  agency  for  each  major  or  minor  party— an  affiliate  of  the 
Republican  National  Committee  or  of  the  Democratic  National  Com- 
mittee would  serve  well.  The  agency  would  not  be  a  campaign  commit- 
tee, but  only  a  bookkeeping  and  accounting  unit;  it  would  be  for  each 
party  and  all  its  candidates  the  only  agency  authorized  to  redeem  poli- 
tical contribution  stamps. 

The  suggestion  has  been  made  that  each  party  have  a  national  agency 
manned  by  party  employees  or  volunteers,  rather  than  one  governmen- 
tal agency  manned  by  government  employees  to  handle  the  various 
party  collections.  The  reason  is  that  under  an  earmarking  or  apportion- 
ment plan,  the  act  of  contributing  becomes  impersonal.  This  has  its 
advantages  in  that  direct  contact  between  contributor  and  political 
beneficiary  becomes  unnecessary.  However,  the  effect  of  this  separation 
upon  the  citizen-contributor  is  not  so  clear,  for  his  enthusiasm,  loyalty 
or  partisanship  may  wane  due  to  the  impersonalization  of  the  act  of 
contributing.  Hence  in  the  interest  of  maintaining  party  identification— 
if  not  candidate  ^identification— there  is  a  reason  to  have  the  contribu- 
tor send  his  contribution  to  a  party  agency. 

The  national  party  agencies  would,  of  course,  be  responsible  for  dis- 
closing publicly  the  earmarkings  or  apportionments  made  as  well  as  the 
administrative  costs.  From  each  report,  which  could  be  published  quar- 
terly or  at  other  specific  times,  the  public  would  learn  how  many  donors 
had  contributed  how  much  money  from  what  states,  and  to  which  funds 
the  money  had  been  forwarded.  In  turn,  the  political  beneficiaries 
would  be  responsible  for  reporting  in  their  campaign  finance  reports 
the  amounts  received  under  the  stamp  program  and  the  purposes  for 
which  the  monies  had  been  spent.  The  listing  of  individual  contributors 
could  not  be  required  since  the  political  beneficiary  need  not  be  in- 
formed of  the  names  of  the  donors.  Thus  only  total  amounts  received 
from  the  national  agency  would  have  to  be  reported. 

A  Candidate  Plan 
Suppose  we  begin  consideration  of  the  plan  from  the  action  of  the 
contributor.  He  goes  to  the  post  office  and  buys  a  stamp  in  one  of  several 
available  denominations.  The  stamp  is  in  three  parts.  The  contributor 
retains  two  parts,  one  for  his  records  and  one  to  attach  to  his  tax  form 
as  a  claim  for  a  credit.  These  two  parts  need  not  contain  the  name  of 
the  political  beneficiary.  On  the  third  part  of  the  stamp  the  contributor 
must  write  in  ink  the  name  and  office  sought  of  the  intended  donee,  say, 
senatorial  candidate  Jones.  This  part  of  the  stamp  is  either  sent  by  mail 
or  presented  to  the  national  agency  of  candidate  Jones's  party.  Depend- 
ing upon  the  goals  of  the  plan  as  set  by  law,  one-half,  two-thirds  or 
three-fourths  of  the  face  value  of  the  stamp  is  returned  by  the  national 
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party  agency  to  candidate  Jones,  his  duly-appointed  agent,  or  one  cam- 
paign committee  of  his  choice.  The  remaining  one-half,  one-third  or 
one-fourth  is  retained  by  the  national  party  agency  and  applied  against 
its  administrative  costs.  The  excess  after  costs  is  distributed  in  one-third 
shares  to  the  national,  state  and  local  organizational  levels  of  the  party. 
Thus  the  federal  candidates  can  benefit,  the  costs  of  administering  the 
plan  are  provided  for  and  the  party  on  all  levels  gets  some  proceeds. 
The  proceeds  that  go  to  the  state  and  local  levels  can  be  used  as  the 
state  or  local  leadership  sees  fit,  perhaps  going  to  non-federal  candi- 
dates who  may  not  be  eligible  for  direct  tax  credited  contributions.  This 
would  help  to  relieve  the  rivalry  and  competition  for  funds,  ensuring 
that  ineligible  candidates  will  get  some  help  from  the  tax  credit 
program. 

Independent  Write-in  Candidates.  The  problem  of  how  independent 
and  write-in  candidates  can  benefit  remains.  For  since  independent  can- 
didates are  not  affiliated  with  a  political  party— or  are  in  fact  bucking 
the  regular  party  nominees— they  have  no  committees  on  other  levels 
of  government  with  whom  they  can  share  contributions  made  in  their 
behalf.  Without  such  sharing,  die  plan  is  open  to  the  usual  abuse— but 
especially  in  the  encouragement  of  "dummy"  candidates  running  merely 
to  attract  tax  credited  contributions. 

The  remedy,  if  there  is  a  satisfactory  one,  is  illusive.  Perhaps  the 
remaining  one-half  to  one-fourth  can  be  held  in  escrow  until  the  election 
is  over.  The  money  in  escrow  would  be  forfeited  unless  the  candidate 
were  to  draw  a  certain  percentage  of  the  vote,  thus  discouraging  irre- 
sponsible candidacies.  If  funds  were  forfeited,  they  could  be  distributed 
to  the  other  parties,  or  put  into  a  worthy  charity  or  foundation.  If  the 
candidate  wins  a  large  enough  percentage  of  the  vote  to  establish  the 
fact  that  he  was  a  responsible  candidate,  the  escrowed  portion  could  be 
used  to  help  him  pay  off  his  campaign  debts  or  be  used  for  any  of  the 
alternatives  suggested  above. 

In  all  cases,  the  same  considerations  could  apply  to  write-in  candi- 
dates. A  separate  agency  to  handle  such  cases,  which  would  probably 
be  rare,  would  have  to  be  established. 

Discussion.  Under  the  candidate  apportionment  plan,  there  would 
be  no  danger  of  stamps  being  transferred  from  one  committee  to 
another.  There  would  be  no  possibility  of  reselling  or  distributing  the 
stamps  free  or  at  a  discount  since  complete  supervision  over  all  phases 
of  the  operation  of  the  plan  at  the  few  national  agencies  could  be 
provided.  Stamps  would  be  sold  only  at  controlled  points,  such  as  post 
offices,  so  no  abuses  could  develop  at  the  selling  end.  There  would  be 
little  incentive  to  advance  the  money  to  individuals  to  buy  the  stamps 
because  the  candidate  or  committee  advancing  the  money  would 
receive  back  only  a  portion  of  the  full  amount  contributed.  Redemp- 
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tion  of  stamps  could  be  accomplished  through  one  agency  in  Wash- 
ington, D.  C,  thus  minimizing  that  problem. 

The  party  as  a  whole  would  continue  to  get  the  full  benefit  of  the 
contribution,  but  the  benefit  would  be  split  between  candidates  and 
three  or  more  party  organizational  levels.  The  method  would  partially 
"nationalize"  political  fund  raising  and  might  have  significant  effects 
upon  party  structure  and  responsibility.  And  it  would  ameliorate  to  a 
degree  certain  elements  of  competition  in  fund  raising. 

This  plan,  like  all  others  explored  so  far,  has  its  drawbacks.  First, 
the  intention  of  the  contributor  to  aid  a  particular  candidate  is  par- 
tially contravened,  although  presumably  there  would  be  no  limitation 
upon  non-tax-favored  individual  contributions  to  candidates  in  excess 
of  twice  the  maximum  amount  of  the  credit.  Second,  unless  other  means 
of  control  are  devised,  the  plan  requires  that  the  contributor  go  to  the 
post  office  to  make  his  contribution.  Third,  it  requires  that  the  con- 
tributor mail  the  stamp  to  the  national  redemption  agency,  or  later 
hand  it  to  a  party  worker  who  would  send  it  along.  And  fourth,  the 
administrative  costs  and  management  problems  would  be  considerable. 
Moreover,  the  problem  of  how  to  get  redeemed  money  to  candidates 
several  day's  mail  away  from  Washington,  D.  C.  would  have  to  be 
solved,  especially  for  the  few  days  prior  to  the  election  when  funds 
may  be  essential. 

Still  another  drawback  is  in  the  fact  that  the  plan  is  either  inoperable 
or  requires  special  provisions  for  special  elections  and  campaigns  for 
nomination— whether  at  primary  or  convention.  Moreover,  the  plan 
would  not  be  operable  in  its  usual  form  in  non-election  years. 

Variations 
There  are  several  variations  of  an  apportionment  scheme  under  one 
national  party  agency.  For  example,  there  could  be  a  requirement  that 
no  single  political  beneficiary  receive  more  than  one-third  of  the  face 
amount  of  the  contribution.  In  this  instance,  the  remainder  could  be 
apportioned  in  either  of  two  ways:  (1)  a  one- third  share  each  going 
to  the  presidential  candidate,  the  senatorial  candidate  in  the  donor's 
state,  and  a  congressional  candidate  in  the  donor's  state;  or  (2)  a 
one-third  share  each  going  to  national,  state  and  local  party  com- 
mittees.2 In  either  case  the  three-way  division  is  natural;  in  either  case, 
it  would  not  be  "profitable"  for  a  candidate  or  politician  at  any  of  the 
three  levels  to  advance  the  full  amount  of  the  contribution  to  the  tax- 
payer since  he  or  the  committee  for  which  he  was  acting  would  receive 
only  a  one-third  share  in  return. 

Federal  Candidate  Apportionment.  The  alternative  of  apportioning 
funds  three  ways  among  federal  candidates  would  avert  competition 

2  The  apportionment  used  in  the  Alexandria,  Minnesota  experiment  would  also 
be  applicable.  See  above,  note  5,  p.  40. 
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and  rivalry— at  least  for  tax  credited  contributions— while  providing 
help  to  all  three  levels  of  federal  candidacies.  Under  this  formula,  how- 
ever, the  ideal  case  of  presidential,  senatorial  and  congressional  candi- 
dates running  simultaneously  would  occur  only  every  four  years  in 
about  one-third  of  the  states.  Sometimes  two  senatorial  seats  may  be 
vacant  in  one  state,  and  in  some  cases,  states  have  congressional 
candidates  at-large  who  would  have  to  be  provided  for. 

In  presidential  election  years  when  there  is  also  a  senatorial  race  in 
a  given  state,  the  apportionment  would  be  simple:  The  presidential 
candidate  would  receive  one-third  of  the  amount  after  administrative 
costs,  and  he,  his  duly-appointed  agent  or  one  campaign  committee 
of  his  choice  would  use  the  money  for  his  campaign.  The  senatorial 
and  designated  congressional  candidate  would  each  receive  a  one-third 
share  for  use  by  their  agents  or  committees. 

If  there  were  two  senatorial  seats  in  a  state,  the  one-third  senatorial 
share  could  either  be  earmarked  by  the  donor  or  split  between  the  two 
party  candidates  for  the  two  seats.  If  there  were  no  senatorial  candi- 
dates in  the  donor's  state,  then  a  one-third  share  would  go  to  the 
congressional  candidate  as  usual,  and  the  other  one-third  share  could 
go  into  a  special  party  fund  for  distribution  according  to  party  agree- 
ment but  with  alternative  uses  specified  by  law. 

In  regard  to  the  congressional  candidates,  either  earmarking  could 
be  permitted  or  several  alternative  choices  provided.  Either  the  one- 
third  share  would  go  to  the  congressional  candidate  in  the  congres- 
sional district  of  the  donor,  or  the  money  could  be  divided  among  all 
the  congressional  candidates  of  that  party  in  that  state.  If  there  were 
only  one  representative  in  the  state,  he  could  receive  a  full  one-third 
share  since  presumably  his  travelling  and  other  campaign  expenses 
are  larger  because  his  candidacy  is  statewide.  If  there  are  congressmen 
from  various  congressional  districts  within  the  state  but  also  a  congress- 
man or  two  at-large,  then  either  the  one-third  share  could  be  divided 
equally  among  all  congressional  candidates  of  that  party  in  the  state, 
or  if  there  were  no  senatorial  candidate  running,  the  one-third  share 
could  go  to  the  at-large  congressional  candidate(s),  and  the  usual 
one-third  congressional  share  follow  the  alternative  listed  above. 

In  election  years  in  which  there  were  no  presidential  candidates  to 
take  a  one-third  share,  that  portion  of  the  contribution  could  go  into 
a  special  party  fund  or  be  apportioned  according  to  party  agreement 
but  within  alternatives  specified  by  law. 

Discussion.  This  plan  has  merits  in  that  it  provides  a  way  of  aiding 
the  three  levels  of  federal  candidates  and  minimizes  competition  among 
them.  However,  it  is  inoperable  or  needs  special  provisions  for  primary 
elections,  special  elections  and  in  non-election  years.  It  is  especially 
defective  when  only  congressmen  are  running  in  a  given  state,  i.e., 
when  neither  presidential  nor  senatorial  candidates  happen  to  be  run- 
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ning.  Unless  special  provision  is  made  in  such  cases,  two-thirds  of  the 
donor's  money  would  not  go  to  an  intended  candidate,  and  there  may 
be  little  incentive  to  contribute  under  these  conditions. 

Organizational  Level  Apportionment.  A  variation  of  the  one  national 
agency  idea  would  be  to  apportion  monies  on  a  one-third  basis  each 
to  the  national,  state,  and  local  party  organizational  levels.  Thus  the 
Democratic  or  Republican  National  Committee  and  the  Democratic 
and  Republican  State  Committee  would  be  the  recipients  of  funds 
on  the  national  and  state  levels.  As  for  the  one-third  local  share,  there 
would  be  a  problem  of  determining  how  the  funds  should  be  appor- 
tioned, whether  to  congressional  district  committees,  county  com- 
mittees, town  or  city  committees,  or  political  clubs.  The  significant 
political  units  vary  in  each  state,  so  apportionment  would  also  have 
to  vary  on  the  local  level,  perhaps  according  to  party  agreements. 

Discussion.  This  plan  seems  to  offer  several  benefits.  National  party 
units  receiving  funds  from  the  plan  could  spend  in  behalf  of  federal 
candidates,  state  party  units  receiving  monies  could  spend  in  behalf 
of  statewide  candidates  (other  than  or  including  federal  candidates), 
and  local  units  could  spend  in  behalf  of  local  candidates.  This  system 
could  avoid  the  rivalry  and  competition  that  might  prevail  if  the  tax 
incentive  were  used  only  for  candidates  running  for  federal  office. 
However,  unless  direct  contributions  were  made  to  candidates,  it 
would  be  difficult  to  ensure  that  money  would  in  fact  be  spent  in  their 
behalf— and  after  all,  the  original  purpose  of  the  tax  incentive  is  to 
relieve  candidates  of  their  reliance  upon  large  contributors. 

Categories  of  Campaign  Apportionment.  Another  alternative  to  the 
one  national  agency  idea  is  to  consider  the  political  map  in  terms  of 
categories  of  candidates,  and  to  provide  different  colored  stamps  for 
each  category.  Under  this  plan,  contributions  could  be  made  to  any  of 
three  different  national  party  agencies.  One  would  be  a  presidential 
campaign  agency;  another  would  be  a  senatorial  campaign  agency;  and 
a  third  would  be  a  congressional  campaign  agency. 

A  citizen  could  buy  a  stamp  in  any  of  the  denominations  for  any  of 
the  categories,  or  in  combination,  up  to  the  $20  total.  Presidential 
stamps  would  be  sent  to  the  National  Committee  of  the  party  for  divi- 
sion by  half  to  the  presidential  candidate's  agent  or  campaign  commit- 
tee, a  quarter  to  the  National  Committee,  and  a  quarter  divided  among 
the  state  and  local  party  committees. 

Similarly,  a  senatorial  stamp  would  be  sent  to  the  Senatorial  Cam- 
paign Committee  of  the  party  of  the  donor's  choice.  The  stamp  would 
be  divided,  with  perhaps  two-thirds  going  to  the  senatorial  candidate 
in  the  donor's  state,  and  one-third  after  administrative  costs  going  into 
the  work  of  the  national  senatorial  campaign  committee  or  to  be  divided 
equally  among  other  senatorial  candidates  of  that  party  in  other  states. 
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Conclusions.  Aside  from  considerations  as  to  how  the  foregoing  sys- 
tems would  affect  the  party  structure  and  system  as  we  know  it,  there 
are  other  points  of  concern.  All  funds  could  be  used  only  for  general 
elections  since  no  practical  way  of  apportioning  monies  for  primary  or 
convention  campaigns  appears  feasible.  Moreover,  the  problem  of  spe- 
cial elections  remains.  Eligibility  of  contributions  in  non-election  years 
would  be  permissible  under  the  three-way  apportionment  on  the  party 
organizational  levels  but  would  not  be  feasible  in  non-election  years 
under  the  candidate  apportionment  or  category  of  campaign  apportion- 
ment schemes. 

All  the  plans  have  the  advantage  of  maintaining  nondisclosure  of 
donee  on  the  taxpayer's  attachment  to  his  tax  form.  This  advantage 
must  be  balanced  against  the  motivational  problem  of  getting  individ- 
uals to  the  controlled  locations  where  stamps  are  sold.  A  continuing 
educational  campaign  by  the  parties  and  the  American  Heritage  Foun- 
dation-Advertising Council  would  be  most  helpful  in  this  regard. 

The  role  of  the  government  is  larger  than  in  the  earlier  plans  but 
there  is  little  opportunity  for  government  control  so  long  as  the  law 
specifies  procedures  and  alternatives  adequately.  The  government 
would  control  the  production,  distribution  and  sale  of  the  stamps.  The 
government  would  supervise  the  national  party  agencies  which  appor- 
tion the  funds.  The  government  would  grant  the  tax  credit  to  those  who 
claimed  it  by  filing  with  their  tax  form  the  proper  verification  stamp. 
But  beyond  these  tasks,  the  government  would  have  no  role,  unless  it 
be  the  task  of  legislators  to  investigate  the  operation  of  the  tax  incen- 
tive, evaluate  its  effectiveness  and  make  changes  when  desirable. 

All  the  national  agency  plans  have  merits  in  that  conversion  or  re- 
demption could  easily  be  accomplished  in  one  government  office,  prob- 
ably the  U.  S.  Treasury,  in  Washington,  without  need  for  state  and  local 
redemption  centers.  On  the  other  hand,  the  bookkeeping  and  adminis- 
trative problems  of  the  party  collection  agencies  would  be  considerable, 
and  costly  as  well,  taking  sizable  sums  from  the  political  beneficiaries. 

An  advantage  of  any  of  the  national  agency  plans  is  that  each  would 
be  fully  adaptable  to  minority  parties,  whether  existent  or  new.  Since 
minority  parties  do  not  usually  run  candidates  at  all  levels  or  in  all 
states,  it  might  be  necessary  to  specify  that  parties  would  have  to  run 
candidates  in  a  certain  number  of  states  before  qualifying  for  funds.  In 
the  case  of  contributions  to  minor  parties  from  citizens  in  states  where 
that  party  does  not  have  candidates  running,  the  rule  could  be  that  the 
national  committee  of  that  party  would  have  to  divide  two-thirds  of  the 
funds  among  candidates  running  in  other  states.3 

Under  any  of  the  foregoing  plans  it  is  conceivable  although  not  likely 
that  a  person  with  excess  political  funds  would  still  be  willing  to  pass 

3  Special  provision  would  have  to  be  made  for  minor  parties  which  endorse  major 
party  candidates. 

51 


out  $20  bills  to  bilk  the  government  of  $10  by  providing  a  tax  claim 
for  someone  who  had  not  contributed.  However,  cases  such  as  this 
would  be  isolated  because  there  are  probably  very  few  individuals  who 
would  be  willing  to  spread  their  $20  three  ways  in  order  to  get  a  gov- 
ernment subsidy. 

It  should  be  reiterated  that  none  of  the  plans  prevent  direct  contribu- 
tions to  individual  candidates,  but  for  those  who  want  tax  credit  only 
the  required  procedures  could  be  followed.  Similarly,  it  should  be  re- 
peated that  no  limitation  on  contributions  in  excess  of  $20  is  contem- 
plated. But  only  the  first  $20  can  be  credited  against  one's  tax  liability. 

The  problem  of  what  to  do  with  excess  funds  is  a  real  one.  Party 
agreement,  intra  or  inter,  is  not  always  easy  to  obtain,  and  inequalities 
and  suspicions  can  easily  arise.  That  is  why  it  is  necessary  for  the  gov- 
ernment to  set  the  alternative  choices  as  to  disposition  of  excess  funds. 
The  disposition  of  excess  funds  in  cases  where  independent  or  write-in 
candidates  stood  for  election  is  especially  thorny.  Yet  given  the  desire 
to  achieve  a  tax  incentive  program  that  will  avoid  flagrant  abuses— or 
their  temptation— the  many  problems  can  be  resolved. 

The  alternative  plans  as  outlined  offer  a  paradox.  Those  most 
likely  to  achieve  the  cooperation  of  state  and  local  political  committee 
leaders  are  naturally  the  ones  which  would  benefit  the  party  commit- 
tees the  most.  Yet  those  plans  which  benefit  the  party  the  most  fail  to 
achieve  the  original  purpose  of  the  tax  incentive— to  help  relieve  candi- 
dates of  the  necessity  of  turning  to  large  contributors  for  campaign 
funds. 

On  the  other  hand,  those  plans  which  are  designed  to  benefit  the 
candidates  the  most  are  the  ones  for  which  state  and  local  committee 
leaders  are  probably  least  interested  in  helping  to  organize  solicitation 
visits  and  widespread  exhortations  for  funds. 


VII.  POSTAL  MONEY  ORDERS 

The  essential  elements  of  the  stamp  plan  are  similar  to  an  already 
existent  system:  the  postal  money  order  system.  As  presently  consti- 
tuted, it  could  be  adapted  to  political  use  with  a  minimum  of  difficulty. 

Procedure.  There  are  three  parts  to  a  postal  money  order.  One 
part  is  the  order  itself,  which  goes  to  the  beneficiary;  another  part  is 
the  receipt  which  the  purchaser  retains;  the  third  part  is  retained  by 
the  post  office  for  its  records.  Once  the  order  has  been  cashed,  it  is 
returned  to  a  central  government  depository  at  Kansas  City,  Missouri. 
If  a  photostat  of  the  order  were  then  returned  to  the  purchaser,  he 
would  have  a  record  of  his  purchase,  and  if  necessary  could  attach  the 
receipt  to  his  tax  form  as  evidence  for  a  claim.  However,  there  appears 

52 


to  be  no  need  for  an  attached  receipt  from  a  post  office-bought  money 
order. 

Discussion.  This  system  would  have  all  the  advantages  of  the  stamp 
and  receipt,  and  would  not  necessitate  the  establishment  of  an  entirely 
new  system  unfamiliar  to  post  office  employees  and  citizens  at  large.1 
Although  risk  remains  that  money  may  be  advanced  to  the  purchaser, 
there  would  be  confidence  that  the  payment  had  indeed  been  made  and 
that  the  usual  post  office  safeguards  had  been  taken. 

No  more  than  a  maximum  of  $20  in  contributions,  split  up  as  the 
purchaser  desires,  would  be  sold  to  any  one  patron.  Money  orders  could 
be  available  on  a  year-round,  annual  basis.  The  individual  purchasing 
the  money  order  would  sign  his  name  and  address,  attesting  that  he 
was  purchasing  it  for  his  own  use.  On  the  donee's  copy  (the  order 
itself),  there  would  be  space  for  specifying  the  beneficiary  but  no  need 
to  fill  it  in  before  the  postal  clerk.  The  buyer  would  then  send  the  order 
to  the  beneficiary.  Since  a  postal  order  is  not  different  in  kind  from  a 
personal  check,  there  is  no  reason  why  the  beneficiary  could  not  redeem 
the  order  at  full  value  at  the  bank  where  his  campaign  funds  are  de- 
posited. In  any  case,  money  orders  would  be  cashed  at  post  offices. 

The  cost  of  the  postal  money  order  is  minimal,  not  much  more  than 
the  cost  of  a  personal  check  in  a  special  checking  account.  Special  rates 
could  be  established  so  that  only  one  charge  need  be  made  for  political 
money  orders,  whether  for  $1  or  $20.  If  three  or  four  separate  orders 
(totaling  no  more  than  $20)  were  permitted  to  be  bought  at  once,  the 
regular  rate  or  a  modified  rate  could  apply.  Or  perhaps  no  charge  at 
all  should  be  made  for  this  government  service.2  In  any  case,  it  would 
be  desirable  to  keep  political  money  orders  in  separate  order  books 
from  the  non-political  ones. 

The  disadvantages  of  the  postal  money  order  are  the  same  as  those 
of  the  contribution  stamp.  An  individual  has  to  go  to  the  post  office 
to  make  the  purchase.  Hence  the  system  is  not  applicable  to  door-to- 
door  solicitation.  While  this  may  cut  down  considerably  on  the  "mass" 
character  of  the  tax  incentive,  it  may  have  compensating  advantages. 

First,  an  incentive  is  given  to  those  who  will  avail  themselves  of  it. 
There  is  probably  as  much  reason  for  a  citizen  to  go  to  the  post  office 
to  make  a  tax-exempt  contribution  as  there  is  for  a  citizen  to  go  to  the 
polling  place  to  exercise  his  electoral  franchise.  In  this  sense,  there 
may  be  some  virtue  in  rewarding  those  willing  to  go  out  of  their  way 


1  Professor  Peters  points  out  these  advantages  and  credits  political  scientists 
working  with  the  Gore  Committee  in  1956  with  suggesting  use  of  the  postal  money 
order  for  political  contributions.  See  Peters,  loc.  cit.,  fn.  73,  p.  434;  also  see  Heard, 
op.  cit.,  pp.  451-54. 

2  Most  likely  the  Post  Office  Department,  already  losing  money,  would  insist 
upon  some  charge  for  the  service. 
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to  contribute.  An  advantage  is  that  one  can  contribute  on  any  day  one 
happens  to  be  in  a  post  office,  whereas  voting  is  possible  on  only  one 
day. 

Second,  the  problem  of  competition  for  funds  may  be  relieved  if  not 
"solved."  For  if  only  the  highly  motivated  contribute  in  this  manner, 
as  is  likely,  then  the  fund-raising  advantage  of  the  eligible  candidates 
will  be  diminished.  In  these  circumstances,  eligibility  can  be  limited 
without  hurting  those  candidates  outside  the  scope  of  the  tax  benefit, 
or  extended  without  tremendous  revenue  loss.  Yet  an  incentive  would 
exist  to  spur  motivation  for  the  taxpayer,  government  approval  of 
the  act  of  contributing  would  be  signified,  and  in  addition,  an  incentive 
might  exist  to  spur  ineligible  candidates  to  organize  person-to-person 
solicitation  in  lieu  of  a  tax  benefit  for  their  campaign  funds. 

The  postal  money  order  would  supplement  present  methods  of  financ- 
ing campaigns  rather  than  supplant  them.  It  probably  would  not  at  once 
discourage  reliance  upon  large  contributors.  But  if  it  makes  fund 
raising  easier  for  some  candidates,  they  may  be  less  excessively  reliant 
upon  large  contributors.  To  the  extent  it  is  used,  it  would  indicate  an 
increase  in  citizen  participation.  As  it  becomes  better  known  and  gains 
acceptance,  it  may  be  used  to  a  greater  extent  and  perhaps  at  some 
future  date  become  popular  enough  to  supplant  the  present  system. 

The  postal  money  order  system  would  present  only  a  limited  test 
of  the  tax  incentive  for  political  contributions.  But  the  risk  would  be 
less  than  with  a  simpler  system  requiring  less  effort  on  the  part  of  the 
contributor.  As  such,  there  may  be  less  drastic  disruption  of  present 
patterns  of  financing  campaigns,  and  more  time  to  evaluate  effects. 

For  under  any  tax  incentive— whether  the  postal  money  order  or 
another— candidates  and  committees  would  be  reluctant  to  abandon 
extant  sources  of  funds  before  they  were  convinced  that  new  mass 
sources  would  take  their  place.  The  limited  tax  benefit  would  give 
some  indication  of  the  productiveness  of  the  incentive  without  the 
implicit  "demand"  that  prior  sources  be  closed  off. 

Once  the  postal  money  order  system  could  be  evaluated,  there  would 
be  opportunity  to  consider  whether  the  program  could  or  should  be 
extended  to  the  money  order  system  of  banks,  savings  and  loan  associa- 
tions, the  American  Express,  and  Western  Union.  Similarly,  there  would 
be  opportunity  to  explore  the  use  of  certified  checks  that  could  be 
bought  at  banks.  And  finally,  there  would  be  opportunity  to  explore 
the  possibility  of  whether  large  employers  could  not  institute  some 
such  system  through  payroll  deductions. 

The  educational  campaign  to  accompany  the  postal  money  order  for 
political  purposes  would  undoubtedly  be  forthcoming  from  the  national 
parties  and  the  American  Heritage  Foundation-Advertising  Council, 
thus  minimizing  the  government's  role  as  a  vendor.  The  role  of  the 
parties  would  be  to  persuade  persons  to  contribute  in  some  way:  by 
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check  or  cash  if  they  prefer;  by  purchase  of  a  money  order  at  the 
post  office  if  they  desire  a  tax  credit.  And  the  parties  would  still  have 
to  organize  widespread  solicitations  to  get  potential  contributors  to 
post  offices. 

Nondisclosure  can  be  preserved  under  a  money  order  system.  As 
suggested,  it  is  possible  to  design  the  purchaser's  receipt,  which  is  to 
be  attached  to  the  tax  form,  so  that  the  beneficiary  will  not  be  listed. 
Moreover,  the  purchaser  can  fill  in  the  beneficiary  after  buying  the 
order,  so  that  the  postal  clerk  need  not  know  to  whom  the  contribution 
is  going.  The  government  agency  receiving  the  order  after  it  has  been 
redeemed  would  know  the  beneficiary  but  not  the  purchaser.  Only 
through  the  elaborate  and  unlikely  process  of  matching  numbered  parts 
of  the  money  order  could  the  purchaser  and  the  beneficiary  be  linked. 


VIII.  CONCLUSION  AND  SUMMARY 

The  value  of  the  tax  credit  is  based  on  economic,  psychological  and 
political  factors:  the  economic  relates  to  the  actual  monetary  benefit 
the  credit  affords;  the  psychological  relates  to  government  encourage- 
ment of  the  act  of  giving;  the  political  derives  from  the  two  to  the  extent 
that  the  credit  increases  the  volume  of  gifts  while  stimulating  citizen 
participation.  This  value  must  be  weighed  against  the  substantial  prob- 
lems set  forth  herein  as  well  as  against  the  alternatives  outlined  for 
achieving  the  same  results. 

The  economic  and  the  psychological  elements  are  intended  as  induce- 
ments to  the  act  of  giving.  In  political  as  in  all  fund  raising,  the  essential 
ingredients  remain  hard  work,  the  creation  of  a  favorable  climate,  the 
ability  to  organize,  to  exhort,  to  persuade.  The  credit  may  be  considered 
a  vital  ingredient  but  only  one  among  others:  it  is  a  good  talking  point 
for  the  solicitor;  it  softens,  however  little,  the  cost  to  the  contributor;  it 
sanctions  the  acts  of  asking  and  giving.  It  gives  hope  of  helping  to 
accomplish  many  goals — 

—  if  it  mitigates  citizen  reluctance  to  political  giving; 

—  if  it  generates  citizen  participation,  both  in  soliciting  and 
contributing; 

—  if  it  helps  to  provide  sufficient  funds  for  all  responsible  candidates 
to  be  heard; 

—  if  it  decreases  reliance  upon  large  contributors  and  special 
interests; 

—  if  it,  in  short,  helps  to  overcome  the  relative  scarcity  of  small 
contributions. 

The  type,  the  scope  and  the  method  of  a  tax  benefit  best  suited  to 
achieve  these  goals  are  outlined  in  the  following: 
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The  Type.  The  type  of  tax  benefit  can  be  summarized  in  three  points:1 

1.  A  tax  credit  rather  than  a  tax  deduction  would  maximize  the  in- 
centive for  a  majority  of  taxpayers.2 

2.  A  tax  credit  for  one-half  the  amount  of  the  contribution  up  to  a 
maximum  of  $1  would  give  adequate  incentive,  providing  the 
maximum  credit  can  be  accrued  through  either  a  single  contribu- 
tion or  several  contributions  to  eligible  candidates  or  committees.3 
A  husband  and  wife  filing  a  joint  federal  income  tax  return  would 
be  able  to  claim  credits  of  up  to  $20.  But  to  avoid  credits  beyond 
tax  liability,  refunds  would  be  made  only  to  those  who  singly  or 
jointly  have  paid  taxes  of  the  amount  or  in  excess  of  the  claim  for 
credit. 

3.  Since  need  knows  no  calendar,  the  credit  would  be  available  on 
an  annual  basis,  but  for  contributions  to  candidates  or  candidate 
committees  starting  only  in  the  year  of  actual  candidacy.  Candi- 
dates or  committees  with  post-campaign  debts  would  be  allowed 
to  make  appeals  for  tax-favored  contributions  only  in  the  first  six 
months  of  the  year  following  candidacy.4 

The  Scope.  Policy  decisions  regarding  eligibility  depend  upon  the 
goals  sought.5  Since  needs  are  great  at  all  levels,  probably  all  permanent 
party  committees  should  be  eligible  at  any  time  to  receive  tax-favored 
contributions. 
Regarding  candidates,  since  the  tax  credit  would  be  upon  federal 

1  The  Table  of  Contents  shows  the  section  in  which  full  discussion  of  each 
specific  is  located. 

2  Contributors  entitled  to  participate  in  the  tax  credit  program  could  be  limited 
to  taxpayers,  or  to  those  of  voting  age,  or  to  individuals  of  age  eighteen  or  over. 
Regarding  the  proposal  that  no  taxpayers  under  the  age  of  eighteen  be  eligible 
for  tax  credits,  Professor  Peters  wrote  recently:  "While  we  may  have  no  great 
stake  in  encouraging  political  contributions  from  infants,  it  is  doubtful  whether 
the  administrative  burden  of  enforcing  such  a  limitation  is  worthwhile,  so  long 
as  their  political  contributions  are  not  otherwise  outlawed."  Peters,  loc.  cit.,  433. 
This  seems  a  worthy  rule  of  thumb  to  apply  in  any  case.  Thus  contributions  from 
estates,  corporations  or  labor  unions  or  any  other  category,  otherwise  outlawed, 
would  not  be  eligible  for  tax  benefits;  all  others  would  be  permitted.  For  a  useful 
summary  of  federal  law  noted  in  this  section,  see  Pamela  Ford,  Regulation  of  Cam- 
paign Finance  ("Legislative  Problems,  No.  6";  Berkeley:  Bureau  of  Public  Ad- 
ministration, University  of  California,  1955),  pp.  19-28. 

3  Total  contributions  would  extend  over  a  calendar  year,  as  the  income  tax  does, 
so  that  claimants  can  add  contributions  up  to  the  maximum  amount  whether  made 
at  different  times  or  for  campaigns  for  nomination  or  election. 

4  The  carry-over  of  surpluses  by  candidates  and  ad  hoc  candidates'  committees 
might  have  to  be  limited  ( or  arrangements  made  for  their  disposal )  for  the  same 
reasons  that  new  appeals  to  pay  off  debts  must  be  limited,  i.e.,  to  prevent  the  ac- 
cumulation of  large  campaign  funds  over  a  period  of  years. 

5  See  above,  pp.  23-32. 

56 


income  tax,  only  federal  candidates  should  benefit.  But  eligibility  can  be 
limited  to  presidential  and  vice-presidential  candidates,  or  can  be  ex- 
tended to  include  candidates  for  United  States  Senate  and  Representa- 
tive. Perhaps  the  program  could  be  phased  to  give  a  trial  to  limited 
eligibility,  with  a  later  extension  to  include  Congressional  candidates. 
However  far  eligibility  extends,  contributions  would  qualify  for  a  tax 
credit  whether  made  in  campaigns  for  nomination  or  in  campaigns  for 
election.6 

Since  the  recommendation  is  for  restrictive  eligibility  to  federal  can- 
didates, there  is  cause  for  concern  about  the  impact  of  a  tax  credit  upon 
fund  raising  by  non-federal  or  ineligible  candidates.  The  problem  of 
the  ineligibles  may  be  reduced  if  all  committees,  party  or  non-party, 
supporting  federal  candidates,  are  eligible  to  receive  tax-favored  con- 
tributions, for  money  will  inevitably  filter  to  ineligibles  through  joint 
committee  endorsements  and  transfers  of  funds  among  committees. 
Permitting  committees  giving  joint  endorsements  to  federal  and  non- 
federal, or  eligible  and  ineligible  candidates,  to  receive  tax-favored 
contributions  may  partially  thwart  legislative  intent  in  restricting  the 
tax  benefit  to  federal  candidates,  but  this  allowance  would  probably 
have  the  effect  of  least  impact  upon  the  present  campaign  structure 
wherein  federal  and  non-federal,  party  and  non-party  committees, 
campaign  side  by  side.  Some  consequences,  perhaps  undesirable,  would 
inevitably  follow  if  through  strategic  use  of  transfers  of  funds  and  joint 
endorsements,  ineligible  candidates  were  to  become  obligated  to  federal 
candidates. 

However,  limitations  on  the  number  of  participating  committees  may 
be  deemed  necessary  for  strict  control  over  the  operation  of  the  tax 
benefit  program.  If  so,  then  in  addition  to  party  committees  which  are 
eligible  anyway,  each  candidate  should  be  free  to  authorize  not  more 
than  one  citizens'  committee  and  one  miscellaneous  (labor  or  other) 
committee  at  the  level  of  office  which  he  is  seeking  (nationwide,  state- 
wide or  districtwide),  for  eligibility  to  receive  contributions  on  his 
behalf.  Presidential  and  vice-presidential  candidates  would  be  free  to 
authorize  one  citizens'  and  one  miscellaneous  committee  in  each  state 
in  addition  to  the  nationwide  committees  chosen. 

But  if  participating  committees  are  limited,  the  problem  remains  of 
how  to  treat  branches  or  affiliates  of  authorized  committees  below  the 
level  of  candidacy.  Of  course  transfers  of  funds  between  parent  and 
local  committees  cannot  be  prohibited,  so  money  would  inevitably  filter 
down  to  the  local  organizations.  The  cooperation  of  local  committees  is 
clearly  needed  for  any  broadly-gauged  fund-raising  campaign.  There- 
fore, it  would  seem  desirable  to  permit  branch  or  affiliate  local  units  of 
authorized  committees  also  to  receive  tax-favored  contributions.  If  this 
policy  is  not  acceptable  due  to  fear  that  control  of  the  tax  credit  pro- 

6  See  above,  pp.  34-35. 
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gram  would  be  lost  among  scores  or  hundreds  of  local  citizens',  labor  or 
other  committees,  then  those  on  the  local  level  could  be  permitted  to 
raise  tax-favored  funds  but  only  in  the  name  of  the  authorized  parent 
committee,  with  all  funds  collected  sent  directly  to  the  parent.  Transfers 
of  funds  downward  might  still  occur,  but  at  least  there  would  be  con- 
fidence that  the  tax  program  was  not  being  misused. 

The  Method.  Because  of  the  possibility  of  abuses  mentioned  earlier,7 
there  is  need  to  set  up  certain  safeguards  regarding  the  ways  in  which 
tax-exempt  contributions  can  be  solicited  and  made. 

1.  The  Postal  Money  Order.  In  order  to  qualify  for  a  tax  credit,  the 
contribution  would  be  made  through  the  postal  money  order  system.8 
Each  contributor  could  purchase  in  person  at  the  post  office  or  other 
controlled  point  a  money  order  or  orders  totalling  not  more  than  $20, 
or  twice  the  amount  of  the  maximum  credit.  Purchasers  would  have 
to  fill  in  the  name  of  the  political  beneficiary  on  the  order;  the  bene- 
ficiary or  his  authorized  agent  in  turn  would  have  to  convert  the  orders 
to  cash  at  the  post  office.  Orders  would  be  sold  at  full  value,  could 
not  be  transferred,  and  could  not  be  used  as  negotiable  currency. 
Because  fraud  is  unlikely,  it  is  possible  that  tax  officials  would  forego 
the  requirement  of  a  receipt  to  accompany  the  income  tax  return  on 
which  the  claim  is  made;  in  any  case,  a  receipt  should  be  kept  for 
purposes  of  tax  audit. 

One  may  have  confidence  that  abuses  will  not  occur  under  this  plan. 
But  one  has  less  confidence  that  such  a  system  would  be  widely  used: 
the  psychological  time  to  obtain  a  contribution  is  at  the  height  of 
enthusiasm,  when  the  candidate  inspires,  when  the  solicitor  persuades. 
The  contributor  would  have  to  be  highly  motivated  to  go  out  of  his 
way  to  go  to  the  post  office  or  to  stand  in  line  for  a  money  order;  on 
the  other  hand,  devices  for  encouraging  individuals  to  contribute  while 
at  the  post  office  (or  other  points  of  sale)  are  available.  Citizens  have 
to  be  motivated  to  go  out  of  their  way  to  vote,  they  stand  in  line  to 
do  so,  and  those  who  do,  do  so  without  the  monetary  reward  that  a  tax 
credit  affords. 

If  the  postal  money  order  is  given  a  trial  and  is  not  successful  in 
enlarging  the  constituency  of  small  contributors,  there  are  two  alterna- 
tive actions  that  can  be  considered.  The  alternatives  are  derived  from 
the  receipt  and  stamp  plans  discussed  at  length  in  the  body  of  the 
paper,9  but  both  go  beyond  the  earlier  proposals,  and  hopefully  will 
overcome  abuses  to  which  they  were  shown  to  be  subject. 

2.  The  Portal  Money  Order-Application  Plan.  This  plan  is  a  variation 
of  the  postal  money  order;  an  order  is  required  but  can  be  purchased 

7  See  above,  pp.  37-38,  42-43.  

8  See  above,  pp.  52-55.  9  Above,  pp.  37-45. 
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by  an  authorized  solicitor  or  other  party  functionary  for  a  contributor 
who  has  made  the  necessary  payment  and  signed  an  application  form. 
All  solicitors  for  all  eligible  candidates  and  committees  would  carry 
application  forms  of  a  uniform  nature  provided  by  the  federal  govern- 
ment. Once  signed  by  both  contributor  and  solicitor,  a  carbon  copy 
of  the  application  would  be  left  with  the  contributor  as  a  receipt  for 
his  records.  Then  the  solicitor  or  other  authorized  person  would  pur- 
chase a  postal  money  order  or  orders  totalling  not  more  than  $20  for 
each  contributor,  give  each  order  to  the  political  beneficiary  for  him 
to  convert  into  cash,  and  take  or  send  a  copy  of  each  order  to  the 
contributor  to  attach  to  his  tax  return  for  a  claim. 

This  plan  is  not  exclusive  but  can  be  used  in  addition  to  the  indi- 
vidual money  order.10  The  application  has  the  advantage  of  permitting 
on-the-spot  solicitation  without  requiring  the  contributor  to  go  to  the 
post  office.  The  possibility  of  abuse  is  minimized  but  not  entirely 
removed:  it  is  still  possible  for  the  political  beneficiary  to  put  up  the 
money  (which  will  be  returned  to  him  once  the  orders  have  been 
cashed)  and  thereby  bilk  the  government  of  half  the  amount  when 
the  recipient's  tax  claim  is  granted.  But  this  danger  may  be  minimized 
if  the  contributor  and  solicitor  both  sign  the  application,  if  only  author- 
ized solicitors  or  party  functionaries  can  buy  orders,  and  if  there  are 
strong  prohibitions  with  heavy  penalties  against  fraudulent  purchases. 

3.  The  Simple  Application  Form.  Again,  solicitors  would  be  author- 
ized and  would  carry  government-provided  application  forms.  The 
application  would  not  be  for  a  postal  money  order,  as  in  the  previous 
alternative,  but  is  simply  an  application  for  an  official  receipt  which 
the  contributor  can  get  only  at  the  post  office  or  other  controlled  point. 
Under  the  plan,  the  contributor  makes  his  payment  on-the-spot  ( which 
the  solicitor  merely  turns  over  to  the  political  beneficiary)  and  receives 
an  application  form  and  a  copy  in  return.  The  application,  of  course, 
has  to  be  signed  by  both  the  contributor  and  the  solicitor.  If  the  con- 
tributor wants  to  claim  a  credit  for  his  contribution,  he  himself  must 
take  the  form  to  the  post  office  for  conversion  into  a  valid  receipt  for 
attachment  to  his  tax  return;  he  keeps  the  copy  for  his  records.  At  the 
post  office,  the  claimant  would  sign  a  statement  that  he  actually  had 
made  the  contribution. 

This  plan  has  the  disadvantage  of  requiring  the  contributor  to  go 
to  the  post  office  for  his  tax  claim.  But  by  requiring  the  claimant  to 
undertake  this  additional  official  procedure,  the  possibility  of  abuse  is 
probably  reduced.  The  plan  permits  on-the-spot  solicitation  and  the 

10  The  color  or  other  features  of  the  individual  postal  money  order  would  vary 
from  the  postal  money  order  sold  by  application.  If  the  postal  money  order  is 
bought  by  application,  it  would  seem  desirable  to  attach  a  copy  of  the  order  to  the 
claimant's  tax  return  since  the  taxpayer  may  think  twice  before  claiming  the  credit 
if  he  did  not  actually  pay  for  the  order. 
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receipt-application  form  is  valueless  unless  officially  exchanged.  The 
plan  also  would  reduce  the  work  of  the  post  office  since  a  valid  receipt 
would  be  more  quickly  and  easily  dispensed  than  a  money  order,  and 
there  would  be  no  cashing  of  orders.  Again,  prohibitions  against 
transfers,  use  as  negotiable  currency,  and  fraud  would  be  necessary. 

Evaluation.  The  postal  money  order  removes  any  danger  of  abuse 
and  makes  unnecessary  any  apportionment  plan  to  overcome  abuses.11 
But  it  entails  difficulties  in  solicitation  and  motivation,  for  contributors 
would  have  to  go  to  the  post  office  individually  to  purchase  orders. 
And  it  requires  post  offices  to  sell  orders  to  contributors,  then  cash  them 
in  for  the  political  beneficiaries. 

The  first  alternative,  the  postal  money  order  with  application  plan, 
permits  on-the-spot  solicitation  but  puts  the  burden  on  the  solicitor  to 
buy  the  order,  distribute  it  to  the  beneficiary,  and  send  a  copy  back 
to  the  contributor.  These  procedures  are  burdensome  for  the  political 
beneficiaries  who  would  have  to  authorize  solicitors;  for  the  solicitors 
or  other  authorized  persons  who  may  have  to  buy  scores  or  hundreds 
of  money  orders  after  each  successful  solicitation;  for  the  post  offices 
that  would  have  to  sell  orders  and  then  convert  them  back  to  cash; 
but  the  procedures  are  not  without  purpose.  For  the  several  steps 
involved,  the  requirements  of  signatures  of  both  solicitor  and  con- 
tributor, and  the  official  purchase  and  conversion  at  the  post  office,  all 
make  abuses  more  difficult  to  cover  up  and  less  likely  to  occur. 

The  second  alternative,  the  application  for  an  official  receipt,  per- 
mits on-the-spot  solicitation  but  puts  the  burden  on  the  contributor, 
who  ultimately  is  the  gainer  and  who  therefore  may  be  expected  to 
go  to  some  trouble  for  his  claim.  This  plan  is  more  subject  to  abuse  than 
the  previous  alternative,  because  in  effect,  only  cash  and  a  receipt- 
application  are  used.  The  safeguards  ensured  by  the  use  of  the  postal 
money  order  are  lacking.  Yet  the  possibility  of  abuse  is  cut  down  by 
the  several  steps  involved  and  the  official  exchange  of  application  for 
receipt  at  the  post  office.  Strong  provisions  against  fraud  would  be 
necessary  with  this  plan. 

If  in  either  circumstance  abuses  occur,  they  will  be  due  to  improbity 
and  not  because  the  plan  itself  leaves  glaring  holes  that  invite  abuse. 

In  overall  evaluation,  it  might  be  necessary  to  sacrifice  a  degree  of 
safety  for  productiveness.  In  the  case  of  either  alternative,  clearly, 
productiveness  will  result  only  from  hard  work  by  the  organization 
conducting  the  widespread  solicitation.  Neither  the  postal  money  order 
nor  the  alternative  plans  may  solve  all  problems.  But  in  view  of  present 
political  fund-raising  problems,  some  experimentation  may  well  be  in 
order. 


11  For  the  achievement  of  certain  goals  under  apportionment  plans,  see  above, 
pp.  45-52. 
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Limits  on  Amounts.  Some  suggestions  have  been  made  to  limit  the 
amount  of  any  contribution  to  no  more  than  twice  the  amount  of  the 
permitted  credit.  Aside  from  difficulties  in  enforcing  any  limitation  on 
the  amounts  of  contributions,  and  aside  from  the  arguments  for  and 
against  such  limitations,  there  is  the  fact  that  the  placing  of  limitations 
would  violate  the  voluntary  character  of  the  tax  credit  plan  as  pro- 
posed. For  if  limitations  equivalent  in  amount  to  twice  the  tax  credit 
were  promulgated,  then  all  eligible  candidates  and  committees  would 
in  fact  be  forced  into  actually  urging  use  of  credit.  Without  limitations, 
candidates  and  committees  can  continue  to  rely  upon  large  contribu- 
tions if  they  so  desire;  on  the  other  hand,  they  may  receive  sufficient 
tax-favored  dollars  to  lessen  their  dependence  upon  traditional  sources. 
At  the  same  time,  limitations  applying  only  to  eligibles  would  have  an 
unknown  impact  upon  political  fund  raising  unless  the  same  limitation 
applied  to  ineligibles. 

In  these  circumstances,  there  is  little  reason  to  complicate  the  tax 
credit  with  limitations.  Thus  contributions  in  excess  of  twice  the  amount 
of  the  credit  would  be  permitted,  as  at  present,  up  to  the  legal  limit 
which  prevails  now.  But  the  tax  credit  would  be  available  to  each 
contributor  for  only  the  first  $20  of  the  contribution.  A  strong  prohibi- 
tion against  redistributing  large  contributions  in  money-order-values 
to  reward  the  faithful,  however,  should  be  written  into  the  law. 

Limits  on  Campaign  Spending.  The  further  question  of  whether  or 
not  limitations  should  be  placed  upon  overall  campaign  spending  for 
the  various  categories  of  campaigns  has  been  raised  in  connection  with 
a  tax  benefit  program.  The  concern  here  is  that  the  tax  incentive  might 
produce  excessive  amounts  of  money  for  campaign  purposes.13  Only 
time  and  experience  will  tell.  Therefore,  it  seems  better  not  to  compli- 
cate the  tax  program  with  extraneous  considerations,  in  themselves 
controversial,  at  least  at  the  outset.  If  experience  proves  that  too  much 
money  is  available  or  is  being  spent,  then  curbs  and  controls  can  be 
placed  where  necessary. 

In  case  present  candidate  or  committee  limitations  on  spending  are 
violated  due  to  excessive  monies  suddenly  becoming  available,  the  law 
establishing  the  tax  credit  can  contain  a  forgiveness  provision  should 
spending  be  greater  than  existent  limitations  in  the  first  year  of  the 
plans  operation.  Thereafter,  a  new  evaluation  of  the  problem  of  either 
candidate  or  committee  limitations  can  be  undertaken. 

Raising  the  Money.  Any  scheme  of  monetary  inducement  may  seem 
to  give  economic  rather  than  political  purpose  to  the  act  of  contributing. 
The  incentive  may  be  economic  in  nature  but  funds  would  still  have  to 
be  raised  at  the  grass  roots  by  volunteer  solicitors  who  are  able  to 
persuade  others  to  give. 

The  tax  benefit  program  cannot  be  self-executing.  Funds  cannot  be 
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raised  without  effort.  Broadly-based  solicitations,  accompanied  by  a 
nationwide  advertising  campaign  designed  to  •  create  a  favorable  cli- 
mate, are  prerequisites  to  a  successful  tax  program.  A  successful  pro- 
gram will  indicate  the  beginning  of  a  long-sought  shift  to  the  raising 
of  adequate  political  money  in  small  sums.  The  broadening  of  financial 
constituencies  could  herald  democratic  improvements  as  significant  as 
those  brought  about  by  the  broadening  of  electoral  constituencies. 


12  See  statement  of  Paul  Butler,  suggesting  this,  in  Davis  Committee,  Hearings, 
p.  7. 
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